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PREFACE

An Internship Program is very much effective fostadent to get the practical knowledge. This
program makes an opportunity for conversion of grectical conception in real life situation.
Student can get real life test and can comparektiogvledge with real situation. It is a great

opportunity for a student to understand the cumestket.

The present report is the outcome of the interngnggram under the Master of Business
Administration (MBA) program at the BRAC Businesgh8ol, BRAC University. | was
assigned for doing my internship in Uttara Bank itéd (Foreign Exchange Branch) for the
period of three months starting from June 04, 2@l &eptember 03, 2012. The objectives of
internship program were to familiarize the studesith the practical implementation of the
knowledge provides the theoretical aspect of tlaetpral life that is implements in the practical
life. Hence, the internship program works as liekween the theory & the practice.

It's my pleasure to submit my internship repotett“An Analysis of Financial Performance and
Foreign Exchange Activities of Uttara Bank Limite@hile preparing this report, | have tried to
gather as much information as possible and to gatlhéhe information pertaining the report to
enrich it. | believe that it was a fascination exgece to work live in the Banking sector and it
has enriched both my knowledge & experience.

There might have problems regarding lack & lim@as in some aspects & some minor mistakes

such as typing mistakes. Please pardon me for thagakes.

(Md. Romman Islam)
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EXECUTIVE SUMMARY

This internship report has been prepared as aopart MBA program. This report contains the
facts related to a particular organization in which student was authorized to do internship on a
three months basis. Supervisors, both from theeusity and from the organization, guided the
student in writing this report. | was assigneddoing internship in Uttara Bank Limited for the
time period starting from June 04, 2012 to SepteriBe2012. During the internship at Foreign
Exchange Branch of Uttara Bank Limited, | workedden all departments of the bank. My
project was “An Analysis of Financial Performanced &oreign Exchange Activities of Uttara
Bank Limited”, which has chosen with the consenthoinorable supervisor Ms. Sharmin
Shabnam Rahman. Both the primary and secondargesoof data had been used in preparing

this report.

The rationale behind this study is exploring perfance of Uttara Bank Limited which is
reflected on its financial statement, foreign exadeactivities and to provide some comments to
improve its banking business. The analysis incluites horizontal (trend) analysis and ratio
analysis of UBL'’s past five years performance rssulhe study also includes foreign exchange
activities of Uttara Bank Limited.

The report is divided into the following seven gathtroduction, Organization Overview, About
Job, An Analysis of Financial Performance, Foreigrchange Activities of Uttara Bank
Limited, SWOT Analysis and Concluding Remarks. ddtiction section deals with some
elementary issues regarding the background angrbeess of preparing this report. The next
section following the introduction helps to knowetlbrief history of Uttara Bank Limited.
Further, it focuses on the services provided bytdtBank Limited. Third section of this report
is about job where | am doing my internship progfanthree months. It focuses on my work in
this period.

An Analysis of Financial performance is the mostctal section which covers important finding
of the study. Horizontal (trend) analysis and keaificial ratio analysis tools are to assess the

financial performance of the bank. Foreign ExchaAggvities is also major part of this report.

\



Foreign exchange activities include how Uttara Bamnkited operates their foreign exchange

operation in their day by day.

Next section is SWOT analysis which includes sttieagweaknesses, opportunities and threats
of the Uttara Bank Limited. Final section showdfirgs, suggests some areas of perfection and

draws a conclusion.

The study finds that almost all the performance suess show good performance on the part of
Uttara Bank Limited. Banks riskiness measuremehtsved that Uttara Bank Limited is in a
safe situation. Horizontal analysis of total opeigitexpenses shows increasing trend year by

year. Horizontal analysis of net profit shows alsreasing trend year by year.

UBL’s Foreign Exchange Branch provides L/C fac#tito its importers and exporters through
establishment of correspondent relations and No&tmunts with leading banks all over the
world. It also performs effectively Finance and heaExport Import Trade Finance, Corporate
Finance, Industrial Finance, Lease Finance, Comaldroans, Project Finance, Retail Loans,
Mortgage Loans, Loan against Share and SecuriteesJBL’'s Foreign Exchange branch also
provides the general banking service to the custsueh as different categories of savings

schemes, foreign exchange transactions, currentiatéor business personnel etc.

At the time of my work at the branch | have undeost the gap between the practical and
theoretical knowledge. | have tried to cover alpeaxgs of Uttara Bank Limited to prepare an
effective and useful report. There are a lot of apmities for further study to justify the
reliability of the report. | have enjoyed every pt® conducting the study. These practical
knowledge and experience will help me in my pradtide. | expect that this report will be

accepted as a true picture of private banking s@tt®angladesh.

Vil
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CHAPTER ONE
INTRODUCTION

1.1 Background of the Study

It is very important to have a practical applicataf the knowledge acquired from any academic
course of the study. Because only a lot of thecabtinowledge will become fruitless if is not

applied in the practical life. So | need properleggpion of my knowledge to get some benefit
from my theoretical knowledge to make it more fiwlit Such an application can be possible

through internship.

The internship program exercise a significant ingrace as it enables a student to familiar with
the practical business activities. The student vatoking with the people of an organization and
learn about the function of that organization. Ehpsograms enable a student to develop his/her

analytical skills and scholastic aptitude.

As part of the Internship program of Master of Biesis Administration course requirement, |
was assigned for doing my internship in Uttara Bankited for the period of three months
starting from June 04, 2012 to September 03, 2DLZng my intern period in the Uttara Bank
Limited, Foreign Exchange Branch, | worked undédapartments of the bank. | worked under
the supervision of Ms. Shahnaz Parvin (F.Ex. Ingbaforeign Exchange Branch) and her

assistance and guidance in completing this report.

My project was “An Analysis of Financial Perform@&and Foreign Exchange Activities of
Uttara Bank Limited”, which was assigned by my inghip supervisor Ms. Sharmin Shabnam
Rahman, Lecturer, BRAC Business School; BRAC Umitgr | had chosen this topic because
of two reasons. Number one: A company’s financi@tesnent analysis provides various
financial information that investors and creditause to evaluate a company’s financial
performance. Number two: Foreign Exchange Departnsea very significant Department of a
bank because here bank provides export, imporremdtances facilities to their customers and

that lead to make profit.



1.2 Statement of the Problems

How to evaluate financial performance over lase¢ fjears?
How foreign exchange management systems of Uttark Bimited are running?
What are the problems of Uttara Bank Ltd. in fonegxchange management?

What are the steps to solve the problems?

1.3 Objectives of the Report

The writing of this report contains two objectiv€eneral objective and Specific objective.

General ObjectiveThe general objective of this report is to compléte internship

program. As per requirement of MBA program of BRARiversity, a student need to
work in a business organization for three monthadquire practical knowledge about
real business operations of a company.

Specific objectivesThe specific objectives of this report are to lgna the financial

performance as well as foreign exchange activiafedttara Bank Limited. To complete
this report requires the internee to understandidahts that a real organization faces in
the practical world. Thus, specific objectives alswlude relating the theoretical
knowledge to the practical field. A post-gradudtelent should be able to extract the gist
of any events that might relate to his/her cont@ttis ability helps the students to
increase their quality and effectiveness. Thus &eal word, specific objectives of this
report include how to collect, analyze and interpeata and draw relevant

recommendations about any event which will prowedligibility of an MBA student.

1.4 Scope of the Study

This report contains the analysis of financial perfance along with foreign exchange activities

of Uttara Bank Ltd. The time frame is set on th&t Fve fiscal years. The analysis includes the

horizontal (trend) analysis and ratio analysis tnawn performance. Findings and relevant

recommendations are made based on that analysisawding the complexity, selected

performance variables are taken into consideratidnle analyze the performance. Sole

performance analysis of the branch is avoided dumavailability of data.



1.5 Methodology of the Report

The study requires a systematic procedure frontsefeof the topic to preparation of the final
report. To perform the study, the data sources werde identified and collected, to be
classified, analyzed, interpreted and presenteddpstematic manner and key points were to be

found out. The overall process of methodology heentgiven as below.

a) Selection of the topic The topic of the study was assigned by the hdilera
supervisors. While assigning the topic necessartgmenendations and suggestions
were provides by my honorable supervisor to make ifternship report a well
organized and perfect one.

b) ldentifying data sources Essential data sources, both primary and secgrdiza
source, were identified that would be needed toyacam the study and complete this
report.

Information collected to furnish this report is bdtom primary and secondary sources.
Primary Sources of Data:

Face to face conversation with the respective effiof the banks.
Practical experience gained by visiting differeaskk during internship period.

Face to face conversation with the clients.

o O o o

Take Interview.

Secondary Sources of Data:

Annual Reports of Uttara Bank Limited.

Different circular issued by the Head Office ancdhBladesh Bank
Relevant papers and different books.

Official Records of Uttara Bank Limited.

Official web site of the Uttara Bank Ltd.

Prior research reports.

o O O O o o



c) Data Collection Primary data were collected through direct andefdo face
interview of the different personnel of the UttdBank Limited, Foreign Exchange

Branch.

d) Classification, analysis, interpretations and presaation of data: Some arithmetic
and graphical tools are used in this report forlyeirag the collected data and to

classifying those to interpret them in a clear anderstandable manner.

e) Findings of the study The collected data were scrutinized and weretpdiout and
shown as findings. Few recommendations are alsoenfi@adimprovement of the

current situation.

f) Final report preparation: On the basis of the suggestions of my honoradatelty

some corrections were made to present the pajleisiform.

1.6 Limitation of the Report

After completing the institutional experience, pieal performance in real life becomes

difficult. So, my lack of experience greatly infaeed in preparing this report.
Besides, | have to face some other limitationodevs:

o0 Interns report is one kind of research work. Redeavork requires huge time.
The time that is providing for me from universitgy mot sufficient for gathering
data and achieving idea about the institution.

o The bank personnel and officials were sometimesy Vieusy with their
occupational activities. Hence it was little biffidult for them to help within
their high schedule.

o Unwilling to provide data because of confidentially

o It is too much difficult to comment and suggestdahsn only the annual report

and information supplied by the organization.
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CHAPTER TWO
ORGANIZATION OVERVIEW

2.1 History of Bank in Bangladesh

Bank system was practiced in Indian subcontinentthsy Indian subcontinent merchants;
Goldsmith Moneylenders were the primary bankersriiguthe mughal period banking and

credit business was enchanted rapidly.

In 1700 AD “Hindustan bank” was established as fthat joint stock bank. In 1784 “Bengal
bank” and in 1786 “general bank of India “were lelned. Then both the banks absolved
respectively in 1793 and 1832.

During the early period of nineteenth century thee¢ banks “Bank of Bombay”, “Bank of

Madras” and “Bank of Bengal” merged to “Imperiahkaof India”.

In 1947 after the separation of Bengal, bank bssirfaced a severe disaster as non-Muslim
bankers migrated to India. In order to rebuild thenk business State bank of Pakistan was

established as a central bank of Pakistan in 1948.

In 1971 Bangladesh became independent. After lileeredBangladesh bank’ was automated

with the assets and liabilities of former “Statebaf Pakistan”.

The rate of growth and development of banking sectdhe country was extremely slow until
1983 when the government allowed to establish prideanks and started denationalization
process. Initially, the Uttara Bank in the sameryaad thereafter, the Pubali Bank, and the
Rupali Bank in 1986.There were no domestic privadenmercial banks in Bangladesh until
1982 when the Arab- Bangladesh Banks (AB Bank) cenued private commercial banking in
the country. Five more commercial banks came up9®3 and initiated a moderate growth in

banking financial institutions.

The banking system is composed of four state-owoewhmercial banks, five specialized

development banks, thirty private commercial Baaukg nine foreign commercial banks.



2.20verview of Uttara Bank Limited

Uttara Bank Limited was established in 1965 undex hame “Eastern Banking
Corporation Limited” with the specific objective atcelerating trade and investment in
the economically depressed eastern wing of the Bladistan.

After liberation of Bangladesh the Bank underwentnajor change namely, it was
nationalized in March, 1972 and given the namedtdtBank”.

The Bank again in 1983 was denationalized and raagemmercial bank in the private
sector under the name “Uttara Bank Limited”.

The Bank was incorporated as a banking companyume 29, 1983 and obtained
business commencement certificate on August 213.198

The Bank floated shares in the year 1984.

UBL is one of the largest private banks in Bang&de

It operates through 211 fully computerized branakesuring best possible and fastest
services to its valued clients.

The bank has more than 600 foreign correspondentisiwide.

Total number of employees nearly 3,562.

The Board of Directors consists of 13 members.

The bank is headed by the Managing Director wibeasChief Executive Officer.

The Head Office is located at Bank's own 18-stortmgilding at Motijheel, the

commercial center of the capital, Dhaka.

2.3Mission of UBL

Maintaining the maximum ethical standards commuadgountability praiseworthy of
a leading corporate citizen.

Continuously improving profitability, productivitgnd thereby enhancing shareholder
value.

Creating and maintaining a set of hard working effidient employees.

To extend financial assistance to poorer sectich®people.

To achieve balance growth & equitable development.



2.4Vision of UBL

» To be leading commercial bank in the country anttrdoute maximum of the welfare for
the people of the country.

* Prime objective is to deliver a quality that denteeies a true reflection of its vision.

= Excellence in banking.

= To provide quality service to the customer.

» To set high standard of integrity.

» Bring total satisfaction to its clients, sponsang @mployees.

2.50bjectives of UBL

Objectives mean the end towards which an actigitgimed. An organization without objective
is like a person who is wandering with no purpddkthe activities of an organization are due to
its objectives and goals. For the attainment ofséhobjectives, various types of financial

products and plans are developed. UBL has also sbieetives, which are as follows:

»= To ensure growth and development of the bank.

» To use resources of the bank efficiently.

= To get more deposits.

»= To participate in development of the country.

» Paying special attention to the areas, which adeudeveloped.

= To develop SME’S, foreign remittance, foreign trade

» To increase industrialization in the country.

» To provide employment opportunities.

» To make people more of mind to have saving habits.

» To increase the services (backed by technologgfigient employees.
» To increase deposit mobilization.

» For smooth functioning of foreign trade, estableige foreign network.
» To expand the more credit facilities for the custosn

*» To maintain a good position in the competitive baglsectors in Bangladesh.



2.6 Technologies, Products & Services of UBL

UBL’s products and services are regularly upgradgew! realigned to fulfill customer
expectation. Their delivery standards are constambnitored and improved to assure the
highest satisfaction. Their people are routinely sklled and empowered to be able to
effectively responding to customer needs. The Ispdcially emphasizes on the service base on
technologies. Because the life became very fastpaogle want take service within sort time.
The consumer-banking sector of the Bank deals muthber of tasks related to various services.
Transaction account, savings schemes or loantfasiilso provide a rare blend of conveniences
and unparalleled secure quality services. The mtsdhat are recently being offered by the bank

are as follows —

General Banking Services:

Uttara Bank Limited provides all general bankingviees to its customers through 211 fully
computerized branches all over Bangladesh. It ptesgavings account and Current account for
deposit and withdrawal of money as and when reduile addition it provides other banking
services of transfer of money through Pay ordem&ed draft etc. As a result of adapting the

modern technology it's able to deliver quickest amust accurate services to the clients.

Deposit Schemes:

In addition to normal banking services Uttara Banlkertains special depositors with enhanced
interest rates. Special deposit schemes availaible WBL are Fixed Deposit Receipt account,
Double Benefit Deposit scheme and Monthly Depasiesne.

Any Bangladeshi staying at home or abroad may te\WDR account at Uttara Bank. The
duration of a FDR may be 3, 6, 12, 24 and 36 morititerest rate is quite attractive which

varies with duration.

Double Benefit Deposit Scheme doubles your deposit in 8.5 years. Minimum deposit
required for the program is BDT 100,000.



Monthly Deposit Scheme is another unique opporyuioit limited income people to save money
for future. This scheme is of two options, 5 yeand 10 years of duration. Another selection to
be made is for monthly installment. You have Sraltiéives here, starting from BDT 500 through

10,000. Lucrative interest rate is offered here

These deposit schemes are targeted to definitgpgrotipeople and in the mean time all these
schemes have successfully hit their targets. Edasy new clients are getting in for a deposit

scheme in Uttara Bank limited.

In addition to the above, Uttara Bank has introdueeother deposit scheme, named Special
Notice Deposit. Government, semi Government orgdigas and individuals are entitled to
open this scheme in UBL. A 7 days’ notice is regdito withdraw money from this account.
This scheme offers a handsome interest as well.

International Banking:

Any individual, firm or organization earning for@eigexchange may open a foreign currency
account with Uttara BankAccount holder is allowed to make payments abrwadoreign
currency and local payment in BDT. Account is alsatitted to get interest under some

conditions.

Uttara Bank maintains its accounts with a good nemds reputed banks in Europe, America,
Australia and Far eastern countries. This is ttesahy trading issue or help remittance payment

for expatriate Bangladeshis.

Loan and Credit Schemes:

Uttara Bank distributes loans in different schentiegrovides Consumer credits, Personal loans,

Building repair loans and small business loans.

UBL started Uttara Consumer Credit scheme in 198& scheme provides financial assistance
to people for purchasing Motor Bike, Motor car, Rgfrator, Air cooler, Personal computer and

many more consumer goods.



Personal loan is available for salaried officersrmeet their emergency needs like marriage of
self or dependent, medical expenses of self orribgre or educational expenses. This program

doesn't ask for a security even.

Building repair loan is sanctioned for those havimgldings of their own. With reasonable

interest rate UBL provides this loan to a deservagdidate.

People doing small businesses often suffer fromdagaacy of fund. They have almost no source

of finance. UBL comes forward with sufficient fuf them.

Other Products and Services:

This bank up date itself everyday with modern wanhdl provides modern banking services like
online banking, Automated teller machine and cardts clients. Uttara Bank offers locker
service for its clients and all major branchesraaly with lockers at reasonable charge. Bank

also provides several of service and promises ¢page their products and services for clients.

2.7UBL Networks

= Corporate Offices (Corporate Branch & Local Off)ce 2

= Regional Office 12
»  Worldwide Affiliates 600
= Total Branches (Including Corporate Branch & LoOdfiice ) 211
» Authorized Dealer Branches 38
» Treasury & Dealing Room 1

» Training Institute 1

= Man Power 3562

10



2.8Branches all over in Bangladesh
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2.9Different wings of UBL

Name of the Division
Head Office

Affiliated Departments ‘

Chairman's Secretariat
Managing Director's Secretariat
Board Department

Share Department

MIS & Computer Department

Human Resources Division

Personnel Department
Disciplinary Department

Test Key Department

Research & Planning Department
Risk Management Department

Central Accounts Division

Accounts Department
Reconciliation Department

Credit Division

Approval Department

Admin. & Monitoring Department
Lease Finance Department
Recovery Department

Internal Control & Compl iance

Audit & Inspection Department
Division Monitoring Department
Compliance Department

Banking Control & Common Services
Division

Anti-Money Laundemg Department
Branches Operation Department
Business Promotion Department
Public Relations Department

Board & Share Division

Board Department
Share Department

Treasury Division

Front Office (Dealing Room) Back
Office Asset & Liability
Management Department

Establishment Division

General Services

Department Transport Department
Stationery & Records Department
Engineering Department

Information & Communication

MIS Department

Technology (ICT) Division

Development & Support
Department
Card Department

Corporate Banking Division

Credit Marketing Department
Credit Business Development
Department

12



2.10Hierarchy of UBL

Managing Director

Additional Managing Director

Deputy Managing Director

Executive General Manager

General Manager

Deputy General Manager

Assistant General Manager

Senior Principal Officer

Principal Officer

Senior Officer

Officer Grade-II

Assistant Officer
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2.11Hierarchy of Foreign Exchange Branch of UBL

Assistant General Manager

(1)

Principal Officer (3)

Senior Officer (4)

Provision Officer (1)

Officer Grade-II (6)

Assistant Officer (2)

Messenger (2)
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2.12 Highlights of Uttara Bank Limited

(Figureillion-where applicable)

Sl. Particulars 2011 2010

1 Gross Income 10,668.2 8,768.2
2 Gross Expenditure 7,517.9 5,701.3
3 Gross Profit 3,150.3 3,066.9
4 Pre-Tax Profit 3,000.3 2,801.9
5 Post-Tax Profit 1,650.3 1,551.9
6 Authorized Capital 5,000.0 5,000.0
7 Paid-up- Capital 2,875.2 2,396.0
8 Statutory and Other Reserves 6,758.8 6,214.8
9 Shareholder’'s Equity 9,634.0 8,610.8
10 Deposit 72,152.4 65,868.0
11 Advances(Gross) 54,010.3 48,672.7
12 Investment 22,894.7 18,591.1
13 Export Business 15,588.5 12,986.7
14 Import Business 33,037.6 29,614.5
15 Foreign Remittance 37,848.7 43,200.7
16 Fixed Assets 2,762.2 2,798.1
17 Total Assets 97,417.9 81,451.8
18 Classified Loans and Advances 2,821.9 2,678.7
19 Total Off Balance Sheet Exposures 9,860.0 9377.
20 Earning per Share (EPS) 5.74 5.40
21 Market Value Per Share 77.80 166.08
22 Price Earning Ratio ( Time) 13.55 30.76
23 Income from Equity (%) 17.13% 18.02%
24 Income from Assets (%) 1.69% 1.91%
25 Number of Shareholders 74,936 65,037
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CHAPTER THREE
ABOUT JOB

3.1 Name and Address of Placement

The name of the Internship placement organizatiaas Wttara Bank Limited. Internship
attachment was at Foreign Exchange Branch of th& nich is situated at 69, Dilkusha C/A,
Dhaka-1000, Bangladesh.

3.2 Job Description

As part of the Internship program of Master of Biesis Administration course requirement, |
was assigned for doing my internship in Uttara Bammkited for the period of 3 months starting
from June 04, 2012 to September 03, 2012. Duringnteyn period in the Uttara Bank Limited,
Foreign Exchange Branch, | worked under for allatgpents’ particularly general banking,

loans-advances department and foreign exchangetoegrd of the bank.

During internship, one needs to obey the rulesragdlation of the organization, do the daily
schedule activities, and any other the jobs asdignethe supervisor. During the internship
program, from June 04, 2012 to June 20, 2012; lkasrin General Banking. In General
Banking | had provided day to day services likd Hue data, written pay order, clearing ,transfer
scroll, bank cash scroll, account department (ngireg voucher), account opening (general) to
the customers. From June 21, 2012 to July 15, 20i#yrked in the Loans and Advances
Department. In Loans and Advances Department, imyjas to provide financial ratio analysis,
sort the documents, reconcile the un-reconciledesntand inputs the data into excel sheet and
computer generated software. From July 16, 201&dptember 03, 2012; | worked in the
Foreign Exchange Department. Fioreign Exchange Department| had to provide different
types of L/C services like export and import L/C opening, Céculation and put up
application form of Inland Bills Purchase (IBP) andInland Foreign Bills Collection (IFBP),
Calculation of Foreign Bills Purchase Awaiting Renttance (FBPAR), SWIFT and input
data into excel sheet.All the activities were associated me with arethe study.
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CHAPTER FOUR
AN ANALYSIS OF FINANCIAL PERFORMANCE
4.1 Balance Sheet of Uttara Bank Limited

4

|

Particulars Year (Amount in Taka)

2011 2010 2009 2008 2007
PROPERTY AND ASSETS
Cash 6,770,218,585 6,636,972,108 5,348,163,400 03,88,625 5,002,561,855
Cash in Hand(including foreign
currencies) 1,550,160,241] 1,294,274,237 1,341,438,9 1,585,554,764 1,713,064,19¢
Balance with Bangladesh Bank an
its agent Bank(s) (including foreigr
currencies) 5,220,058,344 5,342,697,871 4,006,584,4 4,274,548,861 3,289,497,66
Balance with other Banks and
financial institutions: 5,366,014,413 429,875,944 285,958,697 350,941,308 ,1211909,129
In Bangladesh 4,976,518,084 33,337,210 2,856,213 9306615 800,727,487
Outside Bangladesh 389,496,329 396,538,734 283802, 344,010,693 321,181,642
Money at call and shortnotice 329,700,000 29,900,000 30,000,000
Investment: 22,894,749,808 18,591,127,858  22,502,481,805 11288869 | 14,455,780,134
Government 22,735,889,054 18,429,298,854  18,429,298,854 11691330 | 14,381,918,29%
Others 158,860,754 161,829,004 158,412,304 96,424,33p 673889
Loans and Advances: 54,010,287,476 48,672,687,127 39,451,355,571 37342619 28,477,407,26¢
Loans, cash credit, over draft etc.| 49,384,251,667| 44,372,359,51P  36,289,189,482 33208135 | 25,298,004,72¢
Bills purchased and discount 4,626,035,809 4,300,327,615 3,162,166,089 3,833843 | 3,179,402,537
Fixed assets including land, 2,762,228,892 2,798,141,777 1,088,418,582 1,065879 1,013,985,359
building furniture and fixtures
Other Asstes 5,520,848,031 4,228,815,18( 2,840,664,075 2,6981986 | 2,758,688,987
Non Banking Assets 93,580,592 94,202,809 99,256,359 109,688,573
Total Assets 97,417,927,797 81,451,822,8083  81,451,822,803 58324118 | 52,860,332,73
LIABILITIES AND CAPITAL
Borrowings from other Banks, 7,229,331,894 206,875,583 1,176,417,193 225,086,084 2,899,505,333
Financial Institutions and Agents
Deposits and other accounts: 72,152,375,394 65,868,030,94(7 59,387,263,182 5®887182 | 43,586,356,057
Current and other accounts etc. 24,704,157,771 23,125,023,246  20,386,884,603  1R3I(B22 | 12,372,373,98
Bills payable 1,842,478,227 1,692,242,887 1,752,780,457 1,6035%6 | 1,643,287,611
Saving bank deposits 24,033,793,494| 23,794,594,646  21,389,308,459 19/687743 | 17,876,529,81
Fixed deposits 19,969,079,718 15,130,072,230  14,037,133,261 1266406 | 12,164,269,90¢
Bearer certificate of deposit 50,000
Other deposits 1,602,866,184 2,126,097,243 1,821,156,402 1,9291501 | 1,276,931,457
Other liabilities 8,402,189,838 6,766,076,457 5,175,368,351 3,71%428 | 1,276,931,457
Total Liabilities 87,783,897,126 72,840,982,987  65,739,048,7126 5485818 | 50,406,775,57
Capital/Share Holders' Equity
Paid up capital 2,875,173,120 2,395,977,600 1597318400 798,659,200 399,329,600
Issuance of bonus shart 399,329,600
Statutory reserve 2,980,837,039 2,370,837,039 1800837039 1,550,897,03 550,837,039
Other reserves 2,735,908,947 2,853,862,184 2001852861 1,337,631,16 1,100,864,198
Surplus in profit and loss account| 1,042,111,565 990,162,989 806,941,463 1,714,894 963722
Total equity attributable to 9,634,030,671 8,610,839,814 6,206,949,763 3,68%802 | 2,453,557,159
equity holders of the company
Total Liabilities and Share 97,417,927,797 81,451,822,808  71,945,998,489 5832418 | 52,860,332,73
Holders' Equity
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4.1.1 Horizontal Analysis

A company's financial statements for a single anting period can reveal important

information about its performance and financialltheaBut comparing the financial statements
of more than one period can provide better cordagthelp identify any changes that may signal
strengths or weaknesses. We can compare finatatehsents for more than one period by using
horizontal analysis. Horizontal analysis, alsoedlltrend analysis," is used to discover trends in
the earnings, assets and liabilities of a compasmy the course of several years. With horizontal
analysis, we compare the amount changes and tlvermecthange of each item in a financial

statement for two consecutive periods. A finanstatement showing horizontal analysis of two

consecutive periods is called a comparative firsrstatement.

4.1.2 Horizontal Analysis of Balance Sheet

In this horizontal analysis of Balance sheet, r@rgéhe particulars from the FY2007-FY2011
have shown by the amount, increase or decrease ianhount and also in the percentage. To do
so, | have assumed the FY2007 as a base yeahdé-putpose of calculation, here | have shown

all the data in million. The horizontal analysisBdlance Sheet is given bellow as a table:

18



HORIZONTAL ANALYSIS OF BALANCE SHEET

Year (Taka in Million)
Increase or Increase or Increase or Increase or
Particulars 2011 (Decrease) During 2010 (Decrease) During 2009 (Decrease) During 2008 (Decrease) During 2007
Amount Percentage Amount Percentage Amount Percentage Amount Percentage
(%) (%) (%) (%)
PROPERTY
& ASSETS
Cash: 6,770.22| 1,767.66 35% 6,636.97 1,634.41 33% ,34841l6 345.60 7% 5,860.1D 857.54 17% 5,002,56
Balance with 5,366.01 | 4,244.11 378% 429.88 -692.03 -62% 285.96 835.95 -75% 350.94 -770.97 -69% 1,121.91
other Banks
and financial
institutions:
Investment; 22,894.75 8,438.97 58% 18,591.13 43B3%. 29% 22,502.48 8,046.70 56% 11,188(29 -3,267.4923%- 14,455.78
Loans and 54,010.29| 25,532.88 90% 48,672.69 20,195.28 71% 453%86| 10,973.94% 39% 37,141.34 8,663.94 30% 284477.
Advances:
Fixed assets 2,762.23 | 1,748.24 172% 2,798.14 1,784[16 17696 14288 74.43 7% 1,065.69 51.69 5% 1,013.99
including land,
building
furniture’s
Other Assets 5,520.8% 2,762.16 1009 4,228/82 11370. 53% 280.66 -2,478.0R -90% 2,698.39 -60.30 2% 75869
Total Assets 97,417.98 44,557.60 84% 81,451.82 AW 54% 71,946.00 19,085.67 36% 58,444.33 5,884.0 11% 52,860.33
LIABILITIES
AND
CAPITAL
Deposits and | 72,152.38| 28,566.02 66% 65,868.03 22,281.67 51% 38%%6| 15,800.91 36% 50,816.98 7,230.62 17% 433686.
other accounts
Other 8,402.19| 7,125.26 558% 6,766.08  5,489,15 430%% RBI75 3,898.44 305% 3,713.48 2,436.%0 191% 1,276.93
liabilities
Total 87,783.90, 37,377.12 74% 72,840.08 22,434.21 45% 7389)5| 15,332.27 30% 54,755.49 4,348./1 9% 50,806.7
Liabilities
Total Share 9,634.03| 7,180.47 293% 8,610.84 6,157.28 251% @306 3,753.39 153% 3,688.84 1,235.29 509 2,453.56
Holders'
Equity
Total 97,417.93| 44,557.60 84% | 81,541.82| 28,591.49| 54% 71,946 19,085.67 36% 58,444.33 5,584.00 11% 52,860.33
Liabilities and
Share Holders'
Equity
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Graphical Presentation & Discussion of Cash:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Averag
Cast 5,002.5! 5,860.1! 5,348.1! 6,636.9° 6,770.2: 5,923.6l
Increase or Decrease 857.54 345.60 1,634.41 1,767.66
Growth 17% 7% 33% 35% 23%
Cash
8,000.00
<
2 6,000.00
=
£ 4,000.00
1<
3 2,000.00
IS AR
<
0.00
2007 2008 2009 2010 2011
‘lCash (Tk. in million)5,002.56 5,860.10 5,348.16 6,636.97 6,770.42

Figure: Cash (Amount in Million)

During the five years (2007-2011) of study the ltgtawth of cash of Uttara Bank Limited were
on average 23%. In appendix table-2, total caslyemrfrom 5,002.56 to 6,770.22 million

maintaining Tk. 5923.60 million on an average vatlstandard deviation of Tk. 776.07 million

per year. Moreover, significant changes have oedum cash amount in each year. As here,

FY2007 is the base year, so the changes in amcawng been increased from FY2008 to
FY2011. In FY2011 the highest increased in cashumtbave been occurred compared with the
other FY but in FY 2009 the lowest increased inhcashount. Only remaining FY 2009, it has

been clear that there is an increasing trend irchiamges of cash. So, with the cash or liquidity

the bank will be able to make payments. In addjteach FY the percentage change of cash is

increasing. It is very clear that an increasing agrend is there from FY 2008 to FY 2011.

Amount is increasing which means current assets@sincreasing in each of the year. After end

of the each year, the bank will have maximum ligyidh their hand.
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Graphical Presentation & Discussion of Investment:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Investmer 14,455.7! 11,188.2 22,502.41 18,591.1. 22,894.7! 17,92¢
Increase or Decrease -3,267.49 8,046.70 4,135.35 8,438.97
Growth -23% 56% 29% 58% 30%
Investment
25,000.00
é 20,000.00
s 15,000.00
c
= 10,000.00
c
3 5,000.00 I
£
< 0.00
2007 | 2008 | 2009| 2010/ 2011
""Vesrtnri':"egrt])ﬁk' "M14,4557 11,1882 22,502.4 18,591.1 22,894.7

Figure: Investment (Amount in Million)

During the five years (2007-2011) of study the ltajeowth of investment of Uttara Bank

Limited were on average 30%. In appendix tablef®estment ranges from 14,455.78 to

22,894.75 million maintaining Tk. 17,926 million @m average with a standard deviation of Tk.

5,087.09 million per year. Moreover, significantadlges have occurred in investment in each

year. As here, FY2007 is the base year, so thegesam investment have been increased from
FY2008 to FY2011. In FY2011 the highest increasedinvestment have been occurred
compared with the other FY but in FY 2008 the hgjhdecreased in investment. In addition,

each FY the percentage change of investment isasorg only FY 2010 percentage changes of

investment slightly decrease. Only remaining FY201& very clear that an increasing upward

trend is there from FY 2008 to FY 2011. So, in egeér bank’s investment is increasing which

makes their revenue more prosperous.
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Graphical Presentation & Discussion of Loans & Advaces:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Averag
Loans & Advance 28,477.4. 37,141.3 39,451.3 48,672.6! 54,010.2! | 41,550.6.
Increase or Decrease 8,663.94 10,973.95 20,195.28 | 25,532.88
Growth 30% 39% 71% 90% 58%
Loans and Advances
60,000.00
IS 50,000.00
= 40,000.00
= 30,000.00
‘g 20,000.00 EI
Q 10,000.00
IS
< 0.00
2007 | 2008 | 2009 2010/ 2011
H Loans and Advance
(Tk. in million) 58,477.z 37,141.3 39,451.3 48,672.6 54,010/2

Figure: Loans and Advances (Amount in Million)

During the five years (2007-2011) of study the ltaggaowth of loans and advances of Uttara

Bank Limited were on average 58%. In appendix t@hléoans and advances ranges from
28,477.41 to 54,010.29 million maintaining Tk. 40%1 million on an average with a standard

deviation of Tk. 10,009.05 million per year. Moreoy significant changes have occurred in

loans and advances in each year. As here, FY20ié ibase year, so the changes in loans and

advances have been increased from FY2008 to FY2@1ias been clear that there is an

increasing trend in the changes of loans and adsganinn FY2011 the highest increased in Loans

and Advances have been occurred compared with tier &Y. In addition, each FY the

percentage change of loans and advances is inegedisis very clear that an increasing upward
trend is there from FY 2008 to FY 2011. So, in eaelar bank’s loans and advances is
increasing which makes their investment capahsitydequate.
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Graphical Presentation & Discussion of Fixed Assets

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Fixed Assetl 1,013.9¢ 1,065.6! 1,088.4: 2,798.1: 2,762.2: 1,745.6!
Increase or Decrease 51.69 74.43 1,784.16 1,748.24
Growth 5% 7% 176% 172% 90%
Fixed Assets
3,000.00
IS 2,500.00
= 2,000.00
c 1,500.00
‘g 1,000.00
B S =
< 0.00
2007 | 2008 | 2009 2010, 2011
'F'Xedr';f"s;ts (Tk-MY 113.99 1,065.68 1,088.42 2,798/14 2,762.23

Figure: Fixed Assets (Amount in Million)

During the five years (2007-2011) of study the ltgeowth of fixed assets of Uttara Bank

Limited were on average 90%. In appendix tablesjltcash ranges from 1,013.99 to 2,762.23

million maintaining Tk. 1,745.69 million on an aage with a standard deviation of Tk. 944.83

million per year. Moreover, significant changes éaccurred in fixed assets in each year. As

here, FY2007 is the base year, so the changegad &ssets have been increased from FY2008

to FY2010. In FY2010 the highest increased in figsdets have been occurred compared with
the other FY but in FY 2011, the changes in fixede#s slightly decline compared to FY 2010.

Only reaming FY 2011, it has been clear that tiesn increasing trend in the changes of fixed

assets. In addition, from FY2008 to FY 2010 thecpetage change of fixed assets is increasing.
It is very clear that an increasing upward trenthexe from FY 2008 to FY 2010 but FY 2011

the percentage changes slightly fall.
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Graphical Presentation & Discussion of Total Assets

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Averag
Total Asset 52,860.3. 58,444.3. 71,946.01 81,451.8 97,417.9. | 72,424.0i
Increase or Decrease 5,584.00 19,085.67 28,591.49 | 44,557.60
Growth 11% 36% 54% 84% 46%
Total Assets
120,000.00
IS 100,000.00
= 80,000.00
= 60,000.00
‘g 40,000.00
2 20,000.00
< 0.00
2007 2008 2009 2010 2011
'TOta'rﬁﬁﬁgs (Tk-iNo) 860.3| 58.444.3 71,9460 81,4518 97.417.9

Figure: Total Assets (Amount in Million)

During the five years (2007-2011) of study the Iaeowth of total assets of Uttara Bank

Limited were on average 46%. In appendix tablee?altassets ranges from 52,860.33 to

97,417.93 million maintaining Tk. 72,424.08 milli@m an average with a standard deviation of

Tk. 17,920.62 million per year. Moreover, signifitachanges have occurred in total assets in

each year. As here, FY2007 is the base year, sohttaeges in total assets have been increased

from FY2008 to FY2011. It has been clear that thel@n increasing trend in the changes of total

assets.

In FY2011 the highest increased in taiseta have been occurred compared with the

other FY. In addition, each FY the percentage chasfgotal assets is increasing. It is very clear

that an increasing upward trend is there from F¥&® FY 2011. So, in each year bank’s total

assets is increasing which makes their loan repayoapability is adequate.
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Graphical Presentation & Discussion of Total Liabilties:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Averad
Total Liabilities 50,406.7! 54,755.4 65,739.0! 72,840.9! 87,783.91 66,305.2.
Increase or Decrease 4,348.71 15,332.27 22,434.21 37,377.12
Growth 9% 30% 45% 74% 40%
Total Liabilities
100,000.00

é 80,000.00

p 60,000.00

c

= 40,000.00

c

é 20,000.00

< 0.00

2007 | 2008 | 2009 2010, 2011
= Total L'riﬁl':g'ne)s (Tk- 1N 406.78 54.755.49 65,739105 72,840.98 87,783.50

Figure: Total Liabilities (Amount in Million)

During the five years (2007-2011) of study the tagwth of total liabilities of Uttara Bank

Limited were on average 40%. In appendix tablesgaltliabilities ranges from 50,406.78 to

87,783.90 million maintaining Tk. 66,305.24 milli@m an average with a standard deviation of

Tk. 14,920.85 million per year. Moreover, signifit@hanges have occurred in total liabilities in

each year. As here, FY2007 is the base year, sahihages in total liabilities have been

increased from FY2008 to FY2011. It has been ctbkat there is an increasing trend in the

changes of total liabilities. In FY2011 the highestreased in total liabilities have been occurred

compared with the other FY. In addition, each F¥ percentage change of total liabilities is

increasing. It is very clear that an increasing aggrend is there from FY 2008 to FY 2011. So,

in each year bank’s total liabilities is increasimdpich makes their lending capability is

adequate.
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Graphical Presentation & Discussion of Total Sharédolders’ Equity:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Total Share Holders 2,453.5! 3,688.8: 6,206.9! 8,610.8: 9,634.0: 6,118.8:
Equity
Increase or Decrease 1,235.29 3,753.39 6,157.28 7,180.47
Growth 50% 153% 251% 293% 187%
Total Share Holders' Equity
12,000.00
c 10,000.00
9
= 8,000.00
£ 6,000.00
5 4,000.00
£ 2,000.00 :. I
0.00
2007 2008 2009 2010 2011
® Total Share Holders
Equity (Tk. in million) 2,453.56| 3,688.84 6,206.95 8,610.84 9,634.03

Figure: Total Share Holders’ Equity (Amount in Nbkh)

During the five years (2007-2011) of study the ltgwth of total share holders’ equity of

Uttara Bank Limited were on average 187%. In appetable-2, total share holders’ equity

ranges from 2,453.56 to 9,634.03 million maintagnirk. 6,118.84 million on an average with a

standard deviation of Tk. 3,078.70 million per yédoreover, significant changes have occurred

in total share holders’ equity in each year. Aseh&tY2007 is the base year, so the changes in

total share holders’ equity have been increaset Y2008 to FY2011. It has been clear that

there is an increasing trend in the changes of sbi@re holders’ equity. In FY2011 the highest

increased in total share holders’ equity has bemsuroed compared with the other FY. In

addition, each FY the percentage change of totlesholders’ equity is increasing. It is very

clear that an increasing upward trend is there ffofrR008 to FY 2011. So, in each year bank’s

total share holders’ equity is increasing which ggatheir value of share holders’ is adequate.
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Graphical Presentation & Discussion of Total Liabilties & Share Holders’ Equity:

Particulars Year (Taka in Million)

2007 2008 2009 2010 2011 Averad
Total Liabilities & Share | 52,860.3: 58,444.3 71,946.00 | 81,541.8. | 97,417.9. | 72,442.0:
Holders’ Equity
Increase or Decrease 5,584.00 19,085.67 | 28,591.49| 44,557.60
Growth 11% 36% 54% 84% 46%

Amount in Million

Total Liabilities & Share Holders' Equity

120,000.00
100,000.00
80,000.00
60,000.00
40,000.00
20,000.00
0.00

1

2007

2008

2009

2010

2011

H Total Liabilities & Share
Holders' Equity (Tk. in

million)

A

52,860.3358,444.3371,946/0081,54

1.8297,417.93

Figure: Total Liabilities and Share Holders’ Equigymount in Million)

During the five years (2007-2011) of study the ltgtawth of total liabilities and share holders’

equity of Uttara Bank Limited were on average 46fbappendix table-2, total share holders’
equity ranges from 52,860.33 to 97,417.93 millioaimaining Tk. 72,442.08 million on an

average with a standard deviation of Tk. 17,933ionilper year. Moreover, significant changes

have occurred in total liabilities and share hadtdequity in each year. As here, FY2007 is the

base year, so the changes in total liabilities strate holders’ equity have been increased from

FY2008 to FY2011. It has been clear that therenisnareasing trend in the changes of total

liabilities and share holders’ equity. In FY201& tmghest increased in total liabilities and share

holders’ equity has been occurred compared with dtieer FY. In addition, each FY the

percentage change of total share holders’ equityci®asing. It is very clear that an increasing
upward trend is there from FY 2008 to FY 2011. Boeach year bank’s total liabilities and

share holders’ equity is increasing which makeg teading capability as well as value of share

holders’ is adequate.
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4.2 Profit and Loss Account of Uttara Bank Limited

Particulars Year (Amount in Taka)
2011 201( 200¢ 20(8 2001

OPERATING INCOME

Interest Income 6,604,198,304 4,841,862,389 4,832245 4,084,288,089 2,997,432,87|7
Interest paid on deposits, 4,148,108,568 2,959,915,391 2,790,427,4p1 2,20(R631 1,876,351,450
borrowings etc.

Net Interest Income 2,456,089,736| 1,881,946,998 | 1,702,005,784| 1,883,766,884 | 1,121,081,427
Income from Investment. 2,204,265,402 2,206,593,581 1,840,039,983 784,896,516 921,189,131
Commission, Exchange and 987,134,228 939,090,516 655,551,919 907,895,386 9944717
Brokerage

Other Operating Income 872,603,274 780,671,115 @3381 536,396,304 356,650,099
Total operating income 6,520,092,641 5,808,302,210 4,606,114,567| 4,112,955,090 | 3,143,915,374
OPERATING EXPENSES

Salary and allowances 2,200,353,628 1,593,059,37 ,5351121,729 1,272,357,540 1,158,073,66
Rent, taxes,insurance,electricity efc. 246,142,347 194,414,151 167,877,979 151,877,811 151,877,8]
Legal expenses 10,571,793 10,115,024 8,984,031 29829 11,544,740
Stationery, printing, advertisements 79,178,405 69,706,067 60,784,191 51,324,787 40,275,975
etc.

Managing Director's salary & 10,627,301 10,614,666 9,561,111 6,424,333 5,060,000
allowances and fees

Directors' fees 2,670,000 2,392,000 2,300,00( 2{0130)] 1,916,000
Auditors' fees 500,000 300,000 250,000 250,000 ,QrED
Charges on Loan losses account 86,643,022

Repair, maintenance and 157,564,629 150,533,394 124,597,235 107,256,133 85,308,986
depreciation of Bank's property

Other expenses 535,437,646 673,037,516 147,100,378 166,472,931 138,653,184
Total operating expenses 3,369,753,025 2,741,484, 2,092,237,998| 1,807,336,918 | 1,677,679,817
Profit before provision 3,150,339,616 3,066,8826 2,513,876,569| 2,305,618,172 | 1,466,235,557
Provision 150,000,000 265,000,000 325,000,000 207,500,000 322,500,000
Provision for loans & advances &| 150,000,000 240,000,000 320,000,000 150,000,000 300,000,00¢
off balance sheet exposures

Provision for Other 20,000,000 55,000,000

Transfer to benevolent fund 5,000,000 5,000,00( 502000 22,500,000
Profit before tax 3,000,339,616 2,801,880,726 231876,569 | 2,098,118,172 | 1,143,735,557
Provision for Taxation 1,350,000,000 1,250,000,000 1,083,650,000| 959,600,000 734,200,000
Current tax 1,314,855,569 1,239,639,400 1,0750m10, 940,000,000 727,000,000
Deferred tax 35,144,431 10,360,600 8,650,00( 0162103]0) 7,200,000
Profit after taxation 1,650,339,616 1,551,880,726| 1,105,226,569| 1,138,518,172 409,535,557
Retained earning brought forward 1,771,949 8,482,2 1,714,894 3,196,722 22,990,765
Profit available for appropriation 1,652,111,565 1,560,162,989 1,106,941,4631,141,714,894 432,526,322
Appropriation 610,000,000 570,000,000 300,000,000 1,140,000,000 429,329,600
Statutory reserve 610,000,000 570,000,00( 250000, | 1,000,000,000 30,000,000
General reserve 50,000,000 140,000,000

Issue of bonus share 399,329,600
Retained surplus 1,042,111,565| 990,162,989 806,283 1,714,894 3,196,722
Earning per share (EPS) 5.74 5.40 69.19 71.28 8.2
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4.2.1 Horizontal Analysis of Profit and Loss Accouh

In this horizontal analysis of Profit and Loss Account, here alp#rgculars from the FY2007-FY2011 have shown by the amount,

increase or decrease in the amount and also in the percentagesd,d Have assumed the FY2007 as a base year. For the purpose of

calculation, here | have shown all the data in million. The horizontal analysisfaféd Loss Account is given bellow as a table:

HORIZONTAL ANALYSIS OF PROFIT AND LOSS ACCOUNT

Year (Taka in Million)

' Increase or Increase or Increase or Increase or
Particulars 2011 (Decrease) During 2010 (Decrease) During 2009 (Decrease) During 2008 (Decrease) During 2007
Amount Percentage Amount Percentage Amount Percentage Amount Percentage
(%) (%) (%0) (%0)
Net interest 2456.09 | 1,335.01 119% 1881.95 760.87 68% 1,702.01| 580.92 52% 1,883.77| 762.69 68% 1,121.08
income
Total operating] 6520.09 3,376.18 107% 5808.3D 2,664.39 85% 4,606.111462.20 47% 4,112.9¢ 969.04 31% 3,143/92
income
Total operating] 3369.75 1,692.07, 101% 2741.4p 1,063.74 63% 2,092.2414.56 25% 1,807.34 129.66 8% 1,677.68
expenses
Profit before 3150.34 1,684.10 115% 3066.88 1,600.65 109% 2,8138.81,047.64 71% 2,305.62 839.3¢ 57% 1,466/24
provision
Profit before 3000.34 1,856.60 162% 2801.88 1,658.15 145% 2,888.81,045.14 91% 2,098.12 954.3¢ 83% 1,143|74
tax
Profit after 1650.34 1,240.80 303% 1551.88 1,142.35 279% 1,805.2695.69 170% 1,138.52 728.96 178% 409.%4
taxation
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Graphical Presentation & Discussion of Net Interestncome:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Net interest incom 1,121.0¢ 1,883.7 1,702.0 1,881.9¢ 2,456.0¢ 1,808.9i
Increase or Decrease 762.69 580.92 760.87 1,335.01
Growth 68% 52% 68% 119% 77%
Net Interest Income
3,000.00
c 2,500.00
9
= 2,000.00
£ 1,500.00
5 1,000.00
o
£ 500.00 EI
0.00
2007 2008 2009 2010 2011
= Net Interest Income (T
in million) 1,121.08 1,883.77 1,702.01 1881.95 2456.09

Figure: Net Interest Income (Amount in Million)

During the five years (2007-2011) of study the ltgtawth of net interest income of Uttara Bank

Limited were on average 77%. In appendix tablee,imterest income ranges from 1,121.08 to

2,456.09 million maintaining Tk. 1,808.98 milliom @n average with a standard deviation of Tk.

478.10 million per year. Moreover, significant cgaa have occurred in net interest income in

each year. As here, FY2007 is the base year, schiweges in net interest income have been

increased from FY2009 to FY2011. It has been ctbat there is an increasing trend in the

changes of net interest income. In FY2011 the lEghereased in net interest income has been

occurred compared with the other FY but FY 2008gea in net interest income is higher than
FY 2009- FY2010 and lower than FY2011. In additivom FY 2009- FY 2011 the percentage

change of net interest income is increasing. kegy clear that an increasing upward trend is

there from FY 2009 to FY 2011. So, in each yeaklzanet interest income is increasing which

makes their profit is adequate.
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Graphical Presentation & Discussion of Total Operanhg Income:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Total operating incom 3,143.9: 4,112.91 4,606.1: 5,808.: 6,520.0¢ 4,838.2!
Increase or Decrease 969.04 1,462.20 2,664.39 3,376.18
Growth 31% 47% 85% 107% 68%
Total Operating Income
7,000.00
c 6,000.00
2 5,000.00
=
= 4,000.00
= 3,000.00
é 2,000.00
< 1,000.00
0.00
2007 2008 2009 2010 2011
E Total Operating Income L
(Tk. in million) 3,143.92 4,112.96 4,606.11 5808,3 6520.09

Figure: Total Operating Income (Amount in Million)

During the five years (2007-2011) of study the ltgt@wth of total operating income of Uttara

Bank Limited were on average 68%. In appendix t&bleotal operating income ranges from

3,143.92 to 6,520.09 million maintaining Tk. 4,838.million on an average with a standard

deviation of Tk. 1,343.52 million per year. Moreoyvsignificant changes have occurred in total

operating income in each year. As here, FY2007hés liase year, so the changes in total

operating income have been increased from FY2008/2011. It has been clear that there is an

increasing trend in the changes of total operaegme. In FY2011 the highest increased in

total operating income have been occurred compaitbdthe other FY. In addition, each FY the

percentage change of total operating income iseaging. It is very clear that an increasing

upward trend is there from FY 2008 to FY 2011. i8aach year bank’s total operating income

is increasing which leads to profit are adequate.
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Graphical Presentation & Discussion of Total Operanhg Expenses:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Total operatingexpense | 1,677.6! 1,807.3 2,092.2 2,741.4. 3,369.7¢ 2,337.6!
Increase or Decrease 129.66 414,56 1,063.74 1,692.07
Growth 8% 25% 63% 101% 49%
Total Operating Expenses
4,000.00
- 3,500.00
2 3,000.00
s 2,500.00
f= 2,000.00
= 1,500.00
g 1,000.00
< 500.00
0.00
2007 | 2008 | 2009| 2010/ 2011
'TOta'(gﬁrr]a;'q?lﬁoi))(pensef,677.68 1,807.34 2,092.24 274142 3369.75

Figure: Total Operating Expenses (Amount in Million

During the five years (2007-2011) of study the ltgtawth of total operating expenses of Uttara

Bank Limited were on average 49%. In appendix t&blotal operating expenses ranges from

1,677.68 to 3,369.75 million maintaining Tk. 2,33 .million on an average with a standard

deviation of Tk. 708.03 million per year. Moreovsignificant changes have occurred in total

operating expenses in each year. As here, FY20QReisase year, so the changes in total

operating expenses have been increased from FY120B82011. It has been clear that there is

an increasing trend in the changes of total opggagkpenses. In FY2011 the highest increased

in total operating expenses have been occurred aadpvith the other FY. In addition, each FY

the percentage change of total operating expersasreasing. It is very clear that an increasing

upward trend is there from FY 2008 to FY 2011. &cle year bank’s total operating expenses is

increasing, so the top management of UBL has takthbout operating expenses and how to

reduce total operating expenses.
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Graphical Presentation & Discussion of Profit befoe Provision:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Profit before provisior| 1,466.2 2,305.6: 2,513.8i 3,066.8¢ 3,150.3¢ 2,500.5!
Increase or Decrease 839.38 1,047.64 1,600.65 1,684.10
Growth 57% 71% 109% 115% 88%
Profit Before Provision
3,500.00
c 3,000.00
;% 2,500.00
p
= 2,000.00
= 1,500.00
é 1,000.00
< 500.00
0.00
2007 2008 2009 2010 2011
m Profit Before Provision
(Tk. in million) 1,466.24| 2,305.62 2,513.88 3066.88 3150.34

Figure: Profit before Provision (Amount in Million)

During the five years (2007-2011) of study the ltgt@wth of profit before provision of Uttara

Bank Limited were on average 88%. In appendix t&blprofit before provision ranges from

1,466.24 to 3,150.34 million maintaining Tk. 2,5®.million on an average with a standard

deviation of Tk. 680.24 million per year. Moreovsignificant changes have occurred in profit

before provision in each year. As here, FY200héeliase year, so the changes in profit before

provision have been increased from FY2008 to FY20hik changes of profit before provision

is little close from FY2008-FY2009. The profit bedoprovision was relatively same for FY
2008-FY 2009. In FY2011 the highest increased ofipbefore provision have been occurred

compared with the other FY. In addition, each F¥ thercentage change of profit before

provision is increasing. It is very clear that anreasing upward trend is there from FY 2008 to

FY 2011.
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Graphical Presentation & Discussion of Profit befoe Tax:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Profit before tay 1,143.7: 2,098.1. 2,188.8:i 2,801.8¢ 3,000.3¢ 2,246.5!
Increase or Decrease 954.38 1,045.14 1,658.15 1,856.60
Growth 83% 91% 145% 162% 120%
Profit Before Tax
3,500.00
- 3,000.00
2 2,500.00
S
= 2,000.00
= 1,500.00
é 1,000.00
< 500.00
0.00
2007 2008 2009 2010 2011
m Profit Before Tax (Tk. in
million) 1,143.74 2,098.12 2,188.?8 2801.88 3000.34

Figure: Profit before Tax (Amount in Million)

During the five years (2007-2011) of study the ltggowth profit before tax of Uttara Bank

Limited were on average 120%. In appendix tablpfafit before tax ranges from 1,143.74 to

3,000.34 million maintaining Tk. 2,246.59 milliom @an average with a standard deviation of Tk.

727.69 million per year. Moreover, significant cgaa have occurred in profit before tax in each

year. As here, FY2007 is the base year, so thegelsaim profit before tax have been increased
from FY2008 to FY2011. The changes of profit beftae is little close from FY2008-FY2009.
The profit before tax was relatively same for FYO8@FY 2009. In FY2011 the highest increased

in profit before tax have been occurred comparett wie other FY. In addition, each FY the

percentage change of profit before tax is increpadlinis very clear that an increasing upward

trend is there from FY 2008 to FY 2011. So, in egelr bank’s profit before tax is increasing

this gives an investor a good idea of increasingrafit from year to year.
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Graphical Presentation & Discussion of Profit afterTaxation:

Particulars Year (Taka in Million)
2007 2008 2009 2010 2011 Average
Profit after taxatior 409.5¢ 1,138.5: 1,105.2: 1,551.8¢ 1,650.3¢ 1,171.1
Increase or Decrease 728.98 695.69 1,142.35 1,240.80
Growth 178% 170% 279% 303% 233%
Profit After Taxation
1800
- 1600
S 1400
= 1200
E 1000
= 800
3 600
£ 400
< %
0
2007 2008 2009 2010 2011
m Profit After Taxation (Tk j
in million) 409.54 | 1,138.52 1,105.23 1551.88 1650.34

Figure: Profit after Taxation (Amount in Million)

During the five years (2007-2011) of study the ltggowth of profit after taxation of Uttara
Bank Limited were on average 233%. In appendixet@hl profit after taxation ranges from

409.54 to 1,650.34 million maintaining Tk. 1,171.40llion on an average with a standard

deviation of Tk. 489.90 million per year. Moreoveignificant changes have occurred in net

interest income in each year. As here, FY2007 éshthse year, so the changes in profit after

taxation have been increased from FY2009 to FY2Qfithas been clear that there is an

increasing trend in the changes of profit afteatepn. In FY2011 the highest increased in profit

after taxation income has been occurred comparéd tve other FY but FY 2008 changes in
profit after taxation is higher than FY 2009 andvéo than FY2010-FY2011. In addition, from
FY 2009- FY 2011 the percentage change of proférabxation is increasing. It is very clear

that an increasing upward trend is there from FER® FY 2011. So, in each year bank’s profit

after taxation is increasing which makes the baak imvest more money for their business

purpose as well as the bank can pay more dividentteir shareholders.
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4.3 Ratio Analysis

A bank’s balance sheet and profit and loss accauat valuable information sources for
identifying risk taking and assessing risk managanmeéfectiveness. Although the taka amounts
found on these statements provide valuable insigtits the performance and condition of a
bank, financial analysts, bankers and bank supmwitypically use data from them to develop
financial ratios to evaluate bank performance. Thidone to provide perspective and facilitate
making comparisons. There are literally hundredguldinancial ratios we can use to evaluate
bank performance. However, in most instances, ireonly need a few basic ratios to identify
fundamental performance issues and help them fatequestions regarding any underlying
problems and asking management’s plans for congdhem. This section will discuss some

selected ratios from various perspectives. From warious perspective Ratio Analysis can be

dividing into five categories. These five categsrae as follows:

Liquidity Ratios:

Efficiency Ratios:

» Advances to Deposit
» Liquid Asset to Liability
* Advances to Liability

* Operating Expense to Assets

» Operating Expenses to Net Interest
Income

» Operating Expenses to Operating
Income

Leverage Ratios:

Market Value Ratios:

* Debt to Assets
* Debt to Equity
» Equity Multiplier

» Earning per Share
* Price Earning Ratio

Profitability Ratios:

* Return on Assets

* Return on Equity

* Return on Deposit
» Net Interest Margin

* Noninterest Income to Assets
+ Noninterest Income to Assets
* Assets Utilization Ratio
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Table: Selected financial ratios with their definiions

Symbol Ratios Numerator Denominator Indicator
ATD Advances to Deposit Total Advances Total Defsosi Liquidity
LATL Liquid Asset to Liability Liquid Assets Totdliabilities Liquidity
ATL Advances to Liability Total Advances Total bidities Liquidity
OETA Operating Expense to|  Total Operating Total Assets Efficiency

Assets Expense
OETNII Operating Expensesta  Total Operating Net Interest Income Efficiency
Net Interest Income Expense
OETOI Operating Expenses t¢  Total Operating Total Operating Efficiency
Operating Income Expense Income
DTA Debt to Assets Total Liabilities Total Assets everage
DTE Debt to Equity Total Liabilities Share HoldeEjuity Leverage
EM Equity Multiplier Total Assets Share Holders’ ity Leverage
ROA Return on Assets Net Profit Total Assets Pabiiity
ROE Return on Equity Net Profit Share Holders’ Egui Profitability
ROD Return on Deposit Net Profit Total Deposits fRability
NIM Net Interest Margin Net Interest Incom Totaskts Profitability
NITA Noninterest Income to| Noninterest Income Total Assets Profitability
Assets
NITOI Noninterest Income to| Noninterest Income Total Operating Profitability
Operating Income Income
AUR Assets Utilization Ratio Total Operating Total Assets Profitability
Income
EPS Earning per Share Net Profit Number of SharesMarket Value
Outstanding
P/E Price Earning Ratio Market Price per  Earning per Share Market Valug
Share
MVPS Market Value per Share Market Value per Total Number of

Share

Share

Market Value
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4.3.1 Liquidity Measurement

Liquidity ratios attempt to measure a company'sitglio pay off its short-term debt obligations.
This is done by comparing a company's most ligs&kts (or, those that can be easily converted
to cash), its short-term liabilities.

In general, the greater the coverage of liquid taseshort-term liabilities the better as it is a
clear signal that a company can pay its debtsateatoming due in the near future and still fund
its ongoing operations. On the other hand, a compath a low coverage rate should raise a red
flag for investors as it may be a sign that the gany will have difficulty meeting running its

operations, as well as meeting its obligations.

4.3.1.1 Advances to Deposits

Advance to Deposit (ATD) ratio is the most commounged liquidity ratios of a bank. A low
ratio of ATD indicates excess liquidity, and potaty low profits, compared to other banks. A
high ATD ratio presents the risk that some loans/ rhave to be sold at a loss to meet

depositors’ claims. The ATD ratios of Uttara Bariknited are given bellow:

Year 2007 2008 2009 2010 2011 Average

ATD 65.34% 73.09% 66.43% 73.89% 74.86% 70.72%

The bank’s ATD ratio increases from FY2007 to F\Y0@&nd in FY2009 ATD ratio slightly fall
after then it increases till FY2011. The highestDAf&tio was in FY2011 which surely helps to
higher risks of loan losses but it also increaseditp in that period. On an average, the bank

maintained 70.72% ATD ratio which is moderate imt® of lesser risk and greater profits.

4.3.1.2 Liquid Asset to Liability

According to Bangladesh Banking companies Ordindr8&2, subject to amended time to time,
liquid assets to commercial banks consists of aastand, statutory reserves (with Bangladesh
Bank), balance with other banks, and money ataral short- notice and approved securities.

This composition of liquid assets is known as gtriad allocation liquid assets. The Liquid
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Assets to Liability (LATL) ratio used in this studly measured by taking the structural allocation

of liquid assets. The LATL ratios of Uttara Banikrited are given bellow:

Year 2007 2008 2009 2010 2011 Average

LATL 13.30% 14.23% 11.81% 12.96% 17.229 13.90%

The LATL ratios of UBL slightly decrease from FYZD@o FY2009 but after then it increases
continuously till FY2011. The focus of the banktes maintain sufficient liquidity rather than
making higher profits with substantial risks. Onaerage, the bank maintained 13.90% LATL

ratio which is good sign.

4.3.1.3 Advances to Liability

Advances to Liability (ATL) ratio is another toarf measuring the liquidity of a bank. The ATL

ratios of Uttara Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

ATL 56.50% 67.83% 60.01% 66.82% 61.53% 62.54P0

The ATL ratios of UBL ratio increases from FY20QY EY 2008 and in FY2009 ATL ratio

slightly fall after then it increases in FY2011 ahén it decrease till FY2011. The highest ATL
ratios was in FY2008 (68.83%) and lowest ATL ratigss in FY2007 (56.50%). On an average,
the bank maintained 62.54% ATL ratio which is maderin terms of lesser risk and greater

profits.

4.3.2 Efficiency Measurement

The efficiency ratio, a ratio that typically ap@it banks, in simple terms is defined as expenses
as a percentage of revenue (expenses / revenul)aview variations. A lower percentage is
better since that means expenses are low and garaie high. It relates to operating leverage,

which measures the ratio between fixed costs aridbla costs.
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4.3.2.1 Operating Expenses to Operating Income

The Operating Expenses to Operating Income (OET&I) is one of the most important tools
for understanding the requirement of operating egpdo generate operating income and it only
considers operating activities other than non dpegaactivities. The OETOI ratios of Uttara

Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

OETOI 53.36% 43.94% 45.42% 47.20% 51.680/‘/0 48.32%

The OETOI ratios of UBL decreases from FY2007 t®26Y0 (53.36% to 47.20%) but it slightly
increase in FY 2011(51.68%). On an average, thk beintained 48.32% OETOI ratio.

4.3.2.2 Operating Expenses to Assets

Operating Expenses to Assets (OETA) ratio is amothgortant tool for measuring the
efficiency of a bank. The smaller OETA ratio istbeffor the banks. The OETA ratios of Uttara
Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

OETA 3.17% 3.09% 2.91% 3.37% 3.46% 3.20%

The OETA ratio of UBL is increasing from FY2007 13%) to FY2008 (3.09%) and then it
slightly decrease in FY2009 after that OETA ratimws was increasing trend from FY2010
(3.37%) to FY2011 (3.46%). The lowest OETA ratiosw&a91% in FY2009 and the highest
OETA ratio was 3.46% in FY2011. On an averageptingk maintained 3.20% OETA ratio.

4.3.2.3 Operating Expenses to Net Interest Income

Operating Expenses to Net Interest Income (OETNdEo is another important tool for
measuring the operational efficiency. It is alsgoad measure for understanding the requirement
of operating expense to generate the net intenestime. The OETNII ratios of Uttara Bank

Limited are given bellow:
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Year 2007 2008 2009 2010 2011 Average

OETNII 149.65% 95.94% 122.93% 145.67% 137.20% 183%.2

Since FY 2008 operating expense lower than netastencome which indicates an outstanding
performance on the other hand in each FY operatipgnse exceeds net interest income. On an
average, the bank maintained 130.28% OETA ratichvig bad sign.

4.3.3 Leverage Measurement

Leverage ratio used to calculate the financial i@ge of a company to get an idea of the
company's methods of financing or to measure il#yato meet financial obligations. There are
several different ratios, but the main factors kblat include debt, equity, assets and interest

expenses.

4.3.3.1 Debt to Assets

Debt to Assets (DTA) is important tools for measgrihe leverage of a bank. The higher portion
of DTA, the greater is the degree of risk becausslitors must be satisfied before in the
bankruptcy. The lower ratio of DTA provides to rgate of protection for the supplier of debt.
The DTA ratios of Uttara Bank Limited are givenlbei:

Year 2007 2008 2009 2010 2011 Average

DTA 95% 94% 91% 89% 90% 92%

The DTA ratio of UBL is decreasing at slower rateni FY2007 to FY2010 after then it slightly
increase in FY 2011. The highest DTA ratio was 96%Y 2007 and lowest DTA ratio was 89%
in FY2009. On an average, the bank maintained 92% itio.
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4.3.3.2 Debt to Equity

Debt to Equity (DTE) ratio is used for measuring financial performance of a bank because
usually the portion of debt of a bank is signifitgrhigher than the portion of its equities. The
DTE ratios of Uttara Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

DTE 2054% 1484% 1059% 846% 911% 1271%

The DTE ratio of UBL is decreasing from FY 2007R%2010 after then it slightly increase in
FY 2011. The highest DTE ratio was in FY2007 (20%4#d lowest DTE ratio was in FY 2010
(846%). On an average, the bank maintained 1271% f&fio.

4.3.3.3 Equity Multiplier

Equity Multiplier (EM) is very important indicataf evaluating a company’s ability to use its
debt for financing its assets. EM ratio is alsoWnoas the financial leverage ratio. A higher
equity multiplier indicates higher financial levges which means the company is relying more

on debt to finance its assets. The EM ratios cafdtBank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

EM 21.54 15.84 11.59 9.46 10.11 13.71

EM ratio UBL is continuously decreasing at an agera3.71 per year from FY2007 (21.54) to
FY2010 (9.46) which was good sign for a bank budlightly increases in FY2011 (2011). So,
we observe that, now bank is relying more on delfinance its assets which was bad sign for a
bank. The highest EM ratio was 21.54 in FY2007 twedowest EM ratio was 9.46 in FY2010.

4.3.4 Profitability Measurement

Profitability ratios measure a company’s abilitygenerate earnings relative to sales, assets and
equity. These ratios assess the ability of a compamgenerate earnings, profits and cash flows

relative to relative to some metric, often the antoof money invested. They highlight how
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effectively the profitability of a company is beimganaged. For most of these ratios, having a
higher value relative to a competitor's ratio e #ame ratio from a previous period is indicative
that the company is doing well.

4.3.4.1 Return on Assets

Return on Assets (ROA) ratio is very important sofdr measuring the profitability of a bank.
The greater ROA ratio is better for the bank. TH@ARatios of Uttara Bank Limited are given

bellow:
Year 2007 2008 2009 2010 2011 Average
ROA 0.77% 1.95% 1.54% 1.91% 1.69% 1.57%

The ROA ratio of UBL was increasing from FY20077(0%) to FY2008 (1.95%) and then it
slightly decrease in FY 2009 (1.54%) after then R@#o was increasing in FY 2010. The ROA
ratio of UBL is decreasing from FY2010 (1.91%) t§2011 (1.69%) which is bad sign for a
bank. So, we can observe that ROA ratios wereuatstg at an average rate of 1.57% per year.
The highest ROA ratio was 1.95% in FY2009 and IdviRESA ratio was 0.77% in FY2007. On

an average, the bank maintained 1.57% ROA ratio.

4.3.4.2 Return on Equity

Return on Equity (ROE) ratio is also very importémbls for measuring the profitability of a
bank. The greater ROE ratio is better for the bdme ROE ratios of Uttara Bank Limited are

given bellow:

Year 2007 2008 2009 2010 2011 Average

ROE 16.69% 30.86% 17.80% 18.02% 17.13% 20.10%

The ROE ratio of UBL was dramatically increasesrfreY2007 (16.69%) to FY2008 (30.86%)
and then it significantly decrease in FY 2009 (D% after then ROE ratio was increasing at a
slower rate in FY 2010(18.20%). The ROE ratio oflLiB decreasing from FY2010 (18.20%) to
FY2011 (17.13%) which is bad sign for a bank. Se, ean observe that ROE ratios were
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fluctuating at an average rate of 20.10% per yBae. highest ROE ratio was 30.86% in FY2008
and lowest ROE ratio was 16.69% in FY2007

4.3.4.3 Return on Deposit

The most financial analysts, Return on Deposit (R@Done of the best measures of bank
profitability performance. This ratio reflects tHeank management ability to utilize the

customers’ deposits in order to generate profie RIOD ratios of Uttara Bank Limited are given

bellow:
Year 2007 2008 2009 2010 2011 Averag‘e
ROD 0.94% 2.24% 1.86% 2.36% 2.29% 1.940)(0

The ROD ratio of UBL was dramatically increasesnfr&Y2007 (0.94%) to FY2008 (2.24%)
and then it slightly decrease in FY2009 after tR&D ratio shows was increasing trend till
FY2010 (2.36%). The ROD ratio of UBL was decreasirgn FY2010 (2.36%) to FY2011
(2.29%) which is bad sign for a bank. The highe®&DRratio was 2.36% in FY2010 and the
lowest ROD ratio was 0.94% in FY2007. On an averdgebank maintained 1.94% ROD ratio.

4.3.4.4 Net Interest Margin

Net Interest Margin (NIM) is very important toolsrfmeasuring banks profitability performance
because small changes in a bank’s lending margirtreaslate into large bottom line changes.
The higher the ratio the cheaper the funding ohé&ighe margin the bank is obtaining. A bank’s
net interest margin is a key performance measwaedhves ROA. The NIM ratios of Uttara

Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

NIM 2.12% 3.22% 2.37% 2.31% 2.52% 2.51%

The NIM ratio of UBL was increasing from FY2007 12%) to FY2008 (3.22%) and then it
shows decreasing trend from FY2008 (3.22%) to FY2@131%) after then it slightly increases
till FY2011 (2.52%) which was good sign for a bafe highest NIM ratio was 3.22% in
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FY2008 and the lowest NIM ratio was 2.12% in FY20Qn an average, the bank maintained
2.51% NIM ratio.

4.3.4.5 Noninterest Income to Assets

Noninterest Income to Assets (NITA) is an indicatbthe operational performance. It indicates
the proportion of fees and other income in respétotal assets of banks. Highest NITA ratio is

better for a bank. The NITA ratios of Uttara Banknlted are given bellow:

Year 2007 2008 2009 2010 2011 Average

NITA 3.83% 3.81% 4.04% 4.82% 4.17% 4.139

The NITA ratio of UBL was decreasing from FY200783%) to FY2008 (3.81%) and then it

continuously increasing at an average rate of 4.p8%ear but it slightly decreases in FY2011
(4.17%). The highest NITA ratio was 4.82% in FY2@k@ the lowest NITA ratio was 3.81% in

FY2008.

4.3.4.6 Noninterest Income to Operating Income

Noninterest Income to Operating Income (NITOI) isother indicator of the operational
performance. It indicates to what extent fees atlteroincome represent a percentage of
operating income of banks. The NITOI ratios of thtBank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

NITOI 64.34% 54.20% 63.05% 67.60% 62.33% 62.30%0

The NITOI ratio of UBL was decreasing from FY20®4 34%) to FY2008 (54.20%) and then
it continuously increasing at an average rate aB@ per year but it slightly decreases in
FY2011 (62.33%). The highest NITOI ratio was 67.60%6Y2010 and the lowest NITOI ratio
was 54.20% in FY2008.
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4.3.4.7 Assets Utilization Ratio

Assets Utilization Ratio (AUR) indicates the profpam of total operating income to total assets.
The higher AUR ratio is better for a bank. The ARios of Uttara Bank Limited are given
bellow:

Year 2007 2008 2009 2010 2011 Average

AUR 5.95% 7.04% 6.40% 7.13% 6.69% 6.64%

AUR of Uttara Bank Limited is fluctuating at an aage rate of 6.64% per year. The highest
AUR ratio was 7.13% in FY2010 and the lowest AURoravas 5.95% in FY2007.

4.3.5 Market Value Measurement

Market value ratios evaluate the economic statusaimpany in the wider marketplace. Market
value ratios include the earnings per share, pemeings ratio and market value per share.
Market value ratios give management an idea of whatfirm's investors think of the firm's

performance and future prospects.

4.3.5.1 Price Earning Ratio

The Price Earning (P/E) Ratio of a stock is a memasiithe price paid for a share relative to the
annual Earnings per Share. The price-to-earningsisawidely used valuation multiple used for

measuring the relative valuation of companies. ghar P/E ratio means that investors are
paying more for each unit of net income, so thekste more expensive compared to one with a

lower P/E ratio. The P/E ratios of Uttara Bank Lt are given bellow:

Year 2007 2008 2009 2010 2011 Average

P/E 4.73 2.38 2.10 30.76 13.55 10.70

P/E ratio of UBL was continuously decreasing ataaerage 10.70 (times) from FY2007 to

FY2009 and then it dramatically increase in FY 280076 times) after that it sharply deceases
in FY2011(13.55 times). The highest P/E ratio was/8 times in FY2010 and the lowest P/E

ratio was 2.10 times in FY2009.
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4.3.5.2 Earning per Share

Earnings per share (EPS) are the company's pribfitatded to each outstanding share of
common stock. EPS serves as an indicator of a coyigaalue for a market. The EPS ratios of

Uttara Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Averag

[¢)

EPS 102.56 142.56 69.19 5.40 5.74 65.0

O

EPS ratio of UBL was increasing from FY2007 (102T%6) to FY2008 (142.56 Tk.) and then it
was decreasing till FY2010 after then EPS ratighdly increase in FY2011 (5.74 Tk.). The
highest EPS ratio was 142.56 taka per shre in F820@ the lowest EPS ratio was 5.40 taka per
share in FY2009. On an average, the bank maint&f&iratio of 65.09 taka.

4.3.5.3 Market Value per Share

Market Value per Share (MVPS) is defined as thepamy's assessed market value divided by
the total number of shares held by stock ownethencompany. The market value per share is a
financial metric that investors use to determinesthbr or not to purchase a stock. The MVPS

ratios of Uttara Bank Limited are given bellow:

Year 2007 2008 2009 2010 2011 Average

MVPS 485.48 339.38 145.03 166.08 77.80 242.75

MVPS ratio of UBL continuously decreases till FY20@nd then it slightly increases in FY2010
(166.08 Tk.) after then MVPS ratio dramatically @ses in FY2011 (77.80 Tk.). The highest
MVPS ratio was 485.48 taka per share in FY2007thadowest MVPS ratio was 77.80 taka per
share in FY2011. On an average, the bank maintdf\&eS ratio of 242.75 taka per share.
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CHAPTER FIVE
FOREIGN EXCHANGE ACTIVITIES OF UTTARA BANK LIMITED

5.1 Definition of Foreign Exchange

Foreign exchange is the rate of exchange in the dmintry's currency.

Foreign Exchange is a process of converting onematcurrency into another and transferring
money from one country to other countries.

As more than one currency is involved in foreigads, it gives rise to exchange of currencies

which is known as foreign exchange.

The term “Foreign Exchange” has three principal megs-

Firstly, the term foreign exchange refers to the currenofethe other countries in terms of
any single one currency. Bangladeshi taka, doll@ound sterling etc. are foreign
currencies and as such foreign exchange.

Secondly the term also commonly refers to some instrumeustsd in international trade,
such as bill of exchange, drafts, traveler's cheqaad other means of international
remittance.

Thirdly, the term foreign exchange is also quite oftenrrete to the balance in foreign
currencies held by a country.

According to Mr. H. E. Evitt, Foreign Exchange is that section of economic seiemhich
deals with the means and methods by which rightsvé¢alth in one country's currency are
converted into rights to wealth in terms of anotle@untry's currency. It involves the
investigation of the methods by which the currenfyone country is exchanged for that of
another country, the forms through which the exgeanmay occur and the ratios or equivalent

values at which such exchanges are affected.

5.2 Principles of Foreign Exchange

The following principles are involved in foreignahange:

= The entire system
= The media
= The monetary unit
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5.3 Foreign Trade and Foreign Exchange

Foreign trade refers to trade betwdlea residents of two different countries.

Each country functions as a sovereign state wghs#t of regulations and currency. The
difference in the nation of the exporter and thpanter presents certain peculiar problems in the
conduct of international trade and settlement ef tlansactions arising from there. Important

among such problems are:

Different countries have different monetary units.

Restrictions imposed by countries on import andoeixpf goods.
Restrictions imposed by nations on payment fromiatadtheir countries.
Differences in legal practices in different couesti

Foreign exchange means foreign currency and inslude

g 4 4 4 4 8

Foreign exchange means foreign currency and insludédl deposits, credits and balances

payable in any foreign currency and any draftyeier’'s Cheques, letters of credit and bills

of exchange, expressed or drawn in Bangladeshiercyr but payable in any foreign

currency.

= Any instrument payable, at the option of the drawetholder thereof or any other party
thereto, either in Bangladeshi currency or in fgmecurrency or partly in one and partly in
the other.

= Thus, foreign exchange includes foreign curren@lamces kept abroad and instruments

payable in foreign currency.

5.4 Functions of Foreign Exchange

The Bank acts as a media for the system of foreigrhange policy. For this reason, the
employee who is related with the Bank to foreigehange, specially foreign business should

have knowledge of these following functions :-

» Rate of exchange

= How the rate of exchange works

» Forward and spot rate

» Methods of quoting exchange rate
*  Premium and discount
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» Risk of exchange rate

= Causes of exchange rate

= Exchange control

= Convertibility

= Exchange position

* Intervention money

» Foreign exchange transaction

» Foreign exchange trading

= Export and import letter of credit

= Non-commercial letter of trade

» Financing of foreign trade

» Natures and functions of foreign exchange market
* Rules and Regulations used in foreign trade
= Exchange Arithmetic

5.5 Position of UBL in Foreign Exchange Business

Foreign exchange business is totally controlledngyCentral Bank of Bangladesh (Bangladesh
Bank). Central Bank permits some specific brandbegerform the foreign trade. Those who
have the authority to operate foreign trade busireese known as AD branch. UBL is an AD
Bank. UBL operates foreign exchange trade throtgbrianches. To handle foreign exchange
business effectively and efficiently, the Bank higveloped a wide network of correspondents

throughout the world. The Bank has more than 6@8ida correspondents worldwide.

UBL is equipped with all modern technologies & poms following international Banking

services:

= Plays a vital role in import, export and other fgrecurrency of the country through
more than 200 foreign correspondents worldwide.

4

Renders fastest services to the exporter and impitmough its SWIFT service.

4

Offers competitive price for importers and expater
= Provides support to the exporter and importer bterekng working capital, pre-
shipment, post shipment facilities.

= Uploads its commitment in international payment.
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UBL has got its independent treasury and dealilmgnrequipped with Reuters Dealings System

and renders following facilities:

Providing effective services to the clients

Buying and selling of daily exchange rate

Forwarding covers at competitive price

Dealing foreign currency with central Bank, comnrBank and other potential clients

Buying and selling third currency with all leadiBgnks worldwide

4 4 4 4 1

Covering exchange fluctuation risk by providing g®titive premium

5.6 Foreign Exchange Transactions in UBL

The transactions of UBL in foreign exchange invobegward and inward remittance of foreign
exchange from one country to another. UBL makesssahd purchases of equivalent foreign
currencies on spot or forward basis. The sale w@skxchange of foreign currency for home
currency. The purchase involves exchange of homeemcy for foreign currency. The
conversion of foreign currency into home currenakets place at an agreed rate of exchange
which the Banker quotes, one for selling and anotbie buying, each one separately for spot

transactions and forward transactions. There aee tkinds of foreign exchange transaction:

Imports:

1. Opening of letter of credit
2. Advance bills

3. Bills for collection

4. Import loans and guarantees

Exports:

1. Pre-shipment advances

2. Purchase of foreign bills

3. Negotiations of foreign bills

4. Export guarantees

5. Advising/confirming letters — letters of credit

6. Advance for deferred payments exports
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7. Advance against bills for collection

Remittances:

1. Issue of F.D.D,T.T, P.O etc.

2. Payment of F.D.D,T.T, P.O etc.

3. Issue and enhancement of traveler's Cheques

4. Sale and enhancement of foreign currency notes

5. Non-resident accounts

5.7 The most commonly used Documents in Foreign Bxange Business

= Documentary credit or letter of credit
= Bill of Exchange

= Bill of lading

= Commercial invoice

= Certificate of origin of goods
» Inspection certificate

= Packing list

» Insurance policy

= Proforma invoice/indent

» Master receipt

= G.S.P certificate

52



5.8 Brief discussion of some Documents mostly usadExport/ Import

In foreign exchange activities Bank mostly proviggport and import facilities. For performing
foreign exchange activities in a bank we requingéatie documents. Documents used in exports

and imports are given bellow:

5.8.1Documentary Credit or Letter of Credit (L/C)

A letter of credit is a definite undertaking of issuing Bank to make payment for the import on
behalf of the importer.

In other words, L/C is a letter of the issuing Bdnkthe beneficiary that undertakes to make

payment under some agreed conditions.

L/C is an undertaking of the issuing Bank to thedfiiary to make payment or to accept bill of
exchange.

L/C is also an authorization of the issuing Banknother Bank to effect payment or to negotiate

bill of exchange, against stipulated documents,pigimg credit terms.

L/C is called documentary letter of credit becatieundertaking of the issuing Bank is subject

to the presentation of some specified documents.

The applicant (importer) issues a L/C in favoriad beneficiary (exporter) by a Bank. The Bank,

which opens or issue L/C is called L/C opening Bank
Forms of L/C:

1. Revocable L/C:If any letter of credit can be amended or chamgfeany clause or canceled

by consent of the exporter and importer is knowreascable letter of credit.

The terms and conditions of L/C can be changedatiene without the consent of or notice of
the beneficiary. In case of seller (Beneficiaryaeable credit involves risk. A revocable credit
may be amended or cancelled by the issuing Bark potice to the beneficiary. On the other
hand revocable credit gives the buyer maximum Kfidigy. This kind of L/C does not exist in
our country.
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2. Irrevocable L/C: If any letter of credit cannot be changed or amesmnwithout the consent
of the importer and exporter is known as irrevoedetter of creditThe terms and conditions of
L/C cannot be changed. This kind of L/C exists anBladesh. It is a definite undertaking of the
issuing Bank, provided that the stipulated docusen¢ presented to the nominated Bank. Once
this commitment has been entered into, the Bankatadisown its responsibility without the
agreement of the beneficiary. A unilateral amendn@ncancellation, as in the case of a
revocable credit is not possible in case irrevagahlinconfirmed credit. Since under the
documentary credit a debt relationship exists tltyveen the issuing Bank and beneficiary, it is
advisable to assess the issuing Banks standingehsasvthe sovereign and transfer risk of the

country involved.

Types of L/C:
Letters of Credit are classified into various typascording to the method of settlement

employed. All credits must clearly indicate in magategories.

= Sight payment credit

= Deferred payment credit
= Acceptance credit
Negotiation credit

Red clause credit
Revolving credit
Stand-by credit
Transferable credit

g 4 4 4 48 8

Back to back credit

Parties of L/C:

A letter of credit is issued by a Bank at the rexfjue# an importer in favor of an exporter from
whom he has contracted to purchases some commodigommodities. The importer, the
exporter and the issuing Bank are parties to ttierlef credit. There are however, one or more
than one Banks that are involved in various caacénd at various stages to play an important

role in the total operation of the credit.
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Opening Bank: The opening Bank is one that issues the lettecredit at the request of the
buyer. By issuing a letter of credit it takes ugtself the liability to pay the bills drawn undéret

credit. If the drafts are negotiated by anotherkB#me opening Bank reimburses that Bank.

Advising Bank: It is the Bank through which the L/C is advisedite exporters. This Bank is
actually situated in exporter's country. It mayoalssume the role of confirming and /or

negotiating Bank depending upon the condition efdfredit.

Buyer and Beneficiary: The importer at whose request a letter of credissued is known as
the buyer. The exporter in whose favor the creslbpened and to whom the letter of credit is

addressed is known as the beneficiary.

Paying Bank: The paying Bank only pays the drafts drawn underctiedit.

Negotiating Bank:It is the Bank, which negotiates the bill and pdage amount of the
beneficiary. The advising Bank and the negotiatBank may or may not be the same.

Sometimes it can also be confirming Bank.

Confirming Bank: It is the Bank, which adds its confirmation to tredit and it is done at the

request of issuing Bank. Confirming Bank may or maybe advising Bank.

Reimbursing Bank: It is the Bank, which would reimburse the negatigitBank after getting

payment instructions from issuing Bank.

Contents of L/C:

Banks normally issued letter of credit (L/C) onnfr which clearly indicate the Banks name and
extent of the Banks obligation under the credite Tontents of the L/C of different Banks may

be different. In general L/C contains the followindprmation:-

Name of the buyer:The importer at whose request a letter of credissued is known as the

buyer.
Name of the seller:The person who is also known as the beneficiathetredit.

Trade terms: Such as F.O.B and CIF.
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Tenor of the draft: Maturity period which is normally dependent ughe requirements of the
buyer.

Expiration date: That specifies a latest date when documents maydsented. In this manner
or by including additionally a latest shipping datee buyer may exercise control over the time
of shipment.

Documents required: That normally include commercial invoice consudacustomers invoice,
insurance policies as certificates, if the souscénibe affected by the beneficiary and original
bills of lading.

General description of the merchandise: That briefly and in a general manner duly déssi

the merchandise covered by a letter of credit.

5.8.2 Bill of Exchange

The bill of exchange is that particular instrumevitich is mostly used in both internal and
international trade. The payment for the goodecived by the seller through the medium of a
bill of exchange drawn on the buyer for the amaleyending on the contract. It is a negotiable
instrument. There are five main parties involvea ioill of exchange. They are:

(a) Drawer

(b) Drawee

(c) Payee

(d) Endorser

(e) Endorsee

5.8.3 Bill of Lading

A bill of lading is a document that is usually siigted in a credit when the goods are dispatched
by sea. It is an evidence of contract of carriag@, receipt for the goods, and is a document of
title to the goods. It also constitutes a documtiiat is, or may be, needed to support an
insurance claim. The details on the bill of ladgipuld include:
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A description of the goods in general terms nobisistent with in the credit.
Identify marks and numbers, if any.

The name of the carrying vessel.

Evidence that the goods have been loaded on board.

The ports of shipment and discharge.

The names of shipper, consignee and address abtifging party.

Whether freight has been paid or is payable atrasgin.

The number of original bills of lading issued.

L I L L U LY

The date of issuance a bill of lading specificaligting that goods are loaded for

ultimate destination specifically mentioned in dredit.

5.8.4 Airway Bill / Truck receipt

When goods to be transported are small in bulkosé are required speedy delivery or those are
perishable in nature or the deal is in betweemtsighboring countries then mode of transports
other than shipping may be resorted for the cagriaigthe goods. Airways bill / Truck receipt

takes place depending on the nature of the carrier.

5.8.5 Commercial Invoice

A commercial invoice is the accounting documentlhych the seller charges the goods to the
buyer. A commercial invoice normally includes tiedwing information:

1. Date

2. Name and address of the buyer and seller

3. Order of contract number, quantity and desaiptf the goods, unit price and the total price
4. Weight of the goods, number of the package pahgpmarks and numbers

5. Terms of delivery and payment

6. Shipment details
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5.8.6 Insurance Certificate

The insurance certificate document must be-

= Specified in the credit.

= An evidence for covering the risks specified in ¢thedit.

= Consistent with the other documents in its idecdifion of the voyage and description of
the goods.

= A document issued and/or signed by an insuranceanynor its agent, or by
underwriters.

= Dated on or before the date of the shipment asacid by the shipping documents.

= For an amount at least equal to the CIF value®fjttods and in the currency of credit.

5.8.7 Certificate of Origin

This is a certificate issued by a recognized atihar exporting country certifying the country
of origin of the goods. It is usually by the Chamshef Commerce. Sometimes, it is certified by

local consul or Trade Representative of the impgréountry as per terms of the credit.

5.8.8 Inspection Certificate

This is usually issued by an independent inspeatmmpany located in the exporting country
certifying or describing the quality, specification other aspects of the goods, as called for the
contract and the L/C. The inspection company isaliginominated by the buyer who also

indicates the types of inspection he wishes thepamy to undertake.

5.8.9Packing List

The exporter must prepare an accurate packinghtistving item by item, the contents of the
consignment to enable the receiver of the shiprteeoheck the contents of the goods, number

and marks of the package, quality, per packageveigiht, gross weight, measurement etc.
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5.8.10 Weighting and Measurement

Issued by recognized authority (like chambers ohm@rce and industry) in exporting country

certifying correct weighting and measurement ofgbeds those are to be exported.

5.8.11 Bill of Entry

A bill of entry is a document which contains thetmalars of the imported goods as well as the
amount of customs duty payable. The exporter sugbhié above papers/documents to the
Negotiating Bank. The negotiating Bank after rergjvthe above documents / papers, then
scrutinizes the documents. The negotiating Bankiséhe original shipping documents to the

L/C opening Bank and keeping the second copy wstfi

5.9 Import Section

Import is foreign goods and services purchased bgsamers, firms & government in
Bangladesh. An importer must have import regisiratcertificate (IRC) given by chief
controller of import and export (CCI & E) to impahything from other country. To obtain IRC
the following certificates are required-

1. Trade License

2. Income tax clearance certificate

3. Nationality certificate

4. Bank solvency certificate

ol

. Asset certificate

6. Registration partnership deed (if any)

7. Memorandum and Article of Association
8. Certificate of Incorporation (if any)
9

. Rent receipt of the business premises
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5.9.1 Import Procedure

To import, a customer of Uttara Bank Ltd. requires-
. Bank account

. Import registration certificate

. Taxpaying identification number

. Proforma invoice/indent

. Membership certificate

. L/C application form duly attested

. One set of form

. Insurance cover note with money receipt

. Others

© 00 N o o~ W N PP

5.9.2 Import Mechanism

To import, a person should be competent to be goiter. According to import and Export
control Act 1950, the officer of chief controllef bmport and Export provides the registration
(IRC) to the importer. After obtaining this, persbas to secure a letter of credit authorization
(LCA) from Bangladesh Bank. And then the personobses a qualified importer. He is the
person who requests or instructs the Bank to opeld@. He is also called opener or applicant

of the credit.

5.9.3 Importer’s Application for L/C Limit/Margin

To have an import L/C limit, an importer submitsagplication to the Bank furnishing the

following information-

1. Full particulars of Bank account
2. Nature of business

3. Required amount of limit

4. Payment terms and conditions
5. Goods to be imported

6. Official security
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7. Repayment schedule
A credit officer scrutinizes this application andcardingly prepares a proposal (CLP) and
forwarded it to the head office credit committeeD)(EIC). The committee, if satisfied, sanctions

the limit and return back to the branch. Thus,ithgorter is entitled for the limit.

5.9.4 Opening of Letter of Credit by Uttara Bank

The applicant (importer) issues a L/C in favorla# beneficiary (exporter) by a Bank. The Bank,
which opens or issues L/C, is called L/C OpeninglBa

Opening of letter of credit means, at the requdstissuing Bank, on receipt of the

importer's L/C application supported by themf contract (indent/proforma invoice) and

insurance cover note, the Bank scrutinizes the saoreughly and fix-up a margin on the basis

of Bank customer relationship.

5.9.5 Procedure of Opening L/C

The importer after receiving the proforma invoicenh the exporter, by applying for the issue of
a documentary credit, the importer request his Bemknake a promise of payment to the
supplier. Obviously, the Bank will only agree tastinequest if it can rely on reimbursement by
the applicant. The bank accepts the credit agamstirity because such an arrangement would
involve the bank in excessive risk outside its gist field. The applicant must therefore have
adequate funds in the Bank account or a creditsliriécient to cover the required amount.

Banks deal in documents and not in goods. Onc8amé has issued the credits, its obligation to
pay is conditional on the presentation of the $afmd documents within the prescribed time
limit.

The importer submits the following documents befgpening of the L/C:

» Tax Identification Number (TIN)

» Valid Trade License.

» Import Registration Certificate (IRC)
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The Bank will supply the following documents befogening of the L/C:

LCA form.
Application and Agreement form.
IMP form

Necessary charge documents for documentation.

The above documents / papers must be completed sighed and filled in by the party

according to the instruction of the Banker.

5.9.6The Points are to be checked by the Issuing Bank fiwe Opening a
L/C

=

4 U
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L/C application properly stamped, signature vedifind margin approved and properly
retained.

Indent/proforma invoice signed by the importer amtenter/supplier.

Ensuring that the relevant particulars of L/C agggion are corresponding with those
stipulated in indenter/proforma invoices.

Validity of L/C entitlement of goods, amount etonforms to the L/C application.
Conversion and rate of exchange currently applied.

Charges like commission, F.C.C, postage, telexgehat any recovered.

Insurance cover note stipulates all informatioroagmgly.

Incorporation of instruction for negotiatingaBk as per Bank’s existing arrangement.
Reimbursement instructions for reimbursing Bank.

If foreign Bank confirmation is required, necessagrmission should be obtained and
accordingly advising Bank is advised as per Baekisting arrangement.

If added information is required on account of #pplicant charges should be recovered
from the applicant.

Mentioning rate of interest clearly in the lettéicoedit in case of issuance of L/C.
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5.9.7 Liability of Issuing Bank

As per article 9a of UCPDC 500, an irrevocable itrednstitutes a definite undertaking of the
issuing Bank, provided that the stipulated docus@aimply with the terms and conditions of
the credit.

5.9.8 Advising of Letter of Credit

Advising L/C means forwarding of a documentarydetdf credit which is received from the
issuing Bank to the beneficiary (exporter). Befadwising a L/C, the advising Bank must see the
following-
= Signature of issuing Bank officials on the L/C aretified with the specimen signature
book of the said Bank when L/C is received by aitma
= If the export L/C is intended to be an operativbled /C, test code on the L/C invariably

be agreed and authenticated by two authorizedevfic

4

L/C scrutinized thoroughly complying with the resjtes of concerned UCPDC provisions.
= Entry made in the L/C advising register.

= L/C advised to the beneficiary (exporter) prompthd advising charges recovered.

5.9.9Advising Bank’s Liability

Advising Bank’s liability is fixed up in Uniform Ggstoms and Practice for Documentary Credits
(UCPDC), publication 500.

I. Article 7(a):

A credit may be advised to a beneficiary througlother Bank (the “advising Bank”)
without engagement on the part of the advising Bamk that Bank, if it elects to advise the
credit, shall take reasonable care to check tharapp authenticity of the credit which it advises.

If the Bank elects not to advise the credit, it egsinform the issuing Bank without delay.
. Article 7(b):

If the advising Bank cannot establish such appaseatienticity it must inform, without delay,

the Bank from which the instructions have beeniweckthat it has been unable to establish the
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authenticity of the credit and if it elects nond#iss to advise the credit it must inform the

beneficiary that it has not been able to estallisrauthenticity of the credit.

5.9.10Adding Confirmation

Adding confirmation is done by the confirming Bar@onfirming Bank is a Bank which adds
its confirmation to the credit and it is done aethequest of the issuing Bank. The
confirming Bank may or may not be the advising Bartke advising Bank usually does not do it
if there is not a prior arrangement with the isguBank. By being involved as a confirming
agent the advising Bank undertakes to negotiatesfierary’s bill without recourse to
him.

» |ssue L/C and request to add confirmation

» Review the L/C terms

* Provide reimbursement

= Drafts to be drawn on L/C opening Bank

= Availability of credit facilities

» Line allocation from the business and ownershigpsuni the importer’'s country

=  Confirm and advise L/C

5.9.11 Amendments of Letter of Credit

After issuance and advising of a L/C, it may bé¢ felcessary to delete, add or alter some of the
clauses of the credit. All these modifications esenmunicated to the beneficiary through the
same advising Bank of the credit. Such modificasiolo a credit are termed as
amendment to a letter of credit.

There may be some of the conditions in a creditranteacceptable by the beneficiary. In
that cases, beneficiary contacts with the applieawlt requests applicant to approach his Banker
with a written request for amendment to the créldie issuing Bank scrutinizes the proposal for
amendment and if the same is not in contradictidcth the Exchange Control Regulation and

Bank’s interest, the Bank then proceed for amendmen
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5.9.12 The Tasks are to be done by the Issuing Bablkefore Advising
Amendments

= Written application from the applicant of the credlily signed and verified by the Bank
is to be obtained.

= Application for amendment (in case of increase afug) supported by revised
indent/proforma invoice evidencing consent of tbadficiaryis to be obtained.

» In case of extension of shipment period, it shoeldsure that relative LCA
invalid/invalidated/increased up to the period aigosed extension.

» Amendments on increase of credit amount and exitensi shipment period both the
cases, amendment of insurance cover note alsogolreitted.

= Proper recording and filling of amendment is tane@ntained.

= Amendment charges (if on account of applicant) v recovered and necessary
voucher is to be passed.

5.9.13 The Clauses of L/C that are generally Amende

» Increase/decrease value of L/C and increase/decotamiality of goods.
= Extension of shipment/negotiated period.

= Terms of delivery i.e. FOR, CFR, CIF etc.

* Mode of shipment.

» Inspection clause.

= Name and address of the supplier.

= Name of the reimbursing Bank.

= Name of the shipping line etc.

5.9.14 Settlement of Letter of Credit

Settlement means fulfillment of issuing Bank in aed to affecting payment subject
to satisfying the credit terms. Settlement may beedunder three separate arrangements as
stipulated in the credit.
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5.9.15 Settlement by Payment

Here the seller presents the documents to the natath Bank and the Bank
scrutinizes the documents. If satisfied, the noteidank makes payment to the beneficiary
and in case this Bank is other than the issuingkBéinen sends the documents to the

issuing Bank and claim reimbursement as per arrapge

5.9.16 Settlement by Acceptance

Under this arrangement, the seller submits the meais evidencing the shipment to the
accepting bank accompanied by draft down on thé laaspecified tenor. After being satisfied
with the documents, the bank accepts documentslaitiand if it is a bank other than issuing
Bank, then sends the documents to the issuing §iatikg it has accepted the draft and maturity

of the reimbursement that will be obtained in the-@greed manner.

5.9.17 Settlement by Negotiation

This settlement procedure starts with the submis206 documents by the seller to
the negotiating Bank. In a freely negotiable cretiy bank can negotiate documents and if
negotiation is restricted by the issuing bank, amyninated bank can negotiate the documents.
After scrutinizing that the documents meet the cre@quirement, the Bank may
negotiate the documents and give value to the hersf. The negotiating
Bank then sends the documents to the issuing Baskisual, reimbursement will be obtained
in the pre-agreed manner. After realizing telexrghaservice charge, interest and shipping
documents is then stamped with PAD number and eshter the PAD register. Bank then
informs the customer by calling on the Bank’s ceunand requests for retirement of the
shipping documents. After passing the necessargharg, endorsements are made on the back
of the bill of exchange as “receipt payment” and thll of lading is endorsed to the effect
“please deliver to the order of M/S...” by two autlzed signatures. Then documents are

delivered to the importer.
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5.9.18 Payment Procedure of the Import Documents

This is the most sensitive task of the Import Dépent. The officials have to be

very much careful while making payment. This tastsstitutes the following —

= Date of payment: Usually payment is made within 7 days after thewuoents
have been received.

= Preparing sale memo:A sale memo is made at BC rate to the customerthfes
T.T & OD rate are paid to the ID, the differencévieen these two rates is traded. Finally,
an Inter Branch Exchange Trading Credit Adviceeistgo ID.

= Requisition of the foreign currency: For arranging necessary fund for payment, a
requisition is sent to the International Department

= Transmission of telex: A telex is transmitted to the correspondent Bankueng that

payment is being made.

5.10 Export Section

Practically by the term export we mean carrying aluainything from one country to another.
From the Banker’s point of view- export means segaif visible things outside the country for
sale. Export trade plays a vital role in the depgaient process of an economy. Although export
trade is always encouraged, anybody cannot expoythimg to anyplace. Like importer,
exporters are also required to get them registbefdre entering into export trade. Export
Registration Certificate (ERC) given by CCIl & E rsquired for this purpose. The required
documents to be obtained ERC are almost same asWREn Uttra Bank (authorized dealer)
receives a L/C (cable or original) it ascertains ttorrectness of the test number and the
authorized signature. Then the Bank sends thenaigiopy of the L/C to the beneficiary. The
exporter presents the relative documents to thetrampn Bank after the shipment of the goods.
The L/C issuing Bank undertakes to honor the obbtiga only if the beneficiary fulfills the
conditions stipulated in the L/C. Even a slight id&en of the documents from these specified
conditions in the L/C may give an excuse to theotiaing Bank. So the negotiating Bank must
be careful, promote, systematic and bias-free whdritinizing the tender documents after
careful examination of the documents. The Banksrtbdist out the discrepancies which may be

classified as major or minor, irremovable or renfdga The removable discrepancies can be
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corrected by the tendered or future losses, whiai anise due to non-interpretation of proceeds.

The following types of discrepancies may be notddlevthe negotiating Bank examines the

documents:

S L L L R R R U

Expired L/C

Late shipment

Amount drawn in excess of the L/C

Bill of Exchange not properly drawn

Descriptions of the goods varied

Bill of landing classified

Insurance cover not as per terms of L/C

Insurance cover obtained after the Bill of ladimgAa bill date
Enough number of copies not submitted as requiydd ®
Negotiation under L/C restricted

Packing list and certificate of analysis not aslp€r

Documents not properly endorsed

Ineffective full shipment and part shipment protedi

Gross weight and net weight shown in different doents varied
Some documents required by L/C not submitted and
Documents inadequately stamped

Document with major discrepancies, which could & negotiated, should be

sent on collection basis with the permission ofdRporter.

5.10.1 Export Procedure

The import and export trade in our country are l&ga by Import and Export (Control) Act,

1950. Under the export policy of Bangladesh theoebgp has to get the valid Export Registration
Certificate (ERC) from Chief Controller of Import Bxport (CCI & E). The ERC is required

to renew every year. The ERC number is to be inooaped on EXP forms and other

papers connected with exports.
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5.10.2 Registration of Exporters

For obtaining ERC indenting, Bangladeshi exporéeesrequired to apply to the Controller/ Joint
Controller/Deputy Controller/ Assistant Controllef Import & Export in the prescribed from

along with following documents:

= Nationality and Assets Certificate

= Memorandum and Articles of Association and Cerifecof Incorporation in case of Limited
Company

= Bank Certificate

4

Income Tax Certificate
= Trade License etc.

5.10.3 Securing the Order

After getting the ERC the exporter may proceedecuse the export order. He can do this by
contacting with the buyers directly or through a@gémthis purpose exporter can get help from:
Liaison Office

Buyer’s local agent

Export Promotion Organization

Bangladesh Mission Abroad

Chamber of Commerce (local & foreign)

g 4 4 3 4 8

Trade fair etc.

5.10.4 Signing the Contract

After communicating with buyer, the exporter hasrtake a contract with the buyer (through
written or oral communication) for exporting ex@ite item (s) from Bangladesh detailing
commodity, quantity, price, shipment, insurance amarks, inspection, arbitration etc. After
getting contract for sale, the exporter should thekbuyer for opening letter of credit clearly
stating terms and conditions of export and paymeéhé followings are the main points to be

looked into for receiving/collecting export procedny means of documentary credit:

= The terms of the L/C are in conformity with thodehe contract.
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= The L/C is an irrevocable one, preferable confirhgdhe advising Bank.
The L/C allows sufficient time for shipment and agagtion; Terms and conditions should be

stated in contract clearly in case of other modgzmgment:

= Cash in advance

= Open an account

= Collection basis (documentary / clean);(Here trgulegtory framework is URC — 525, ICC
UBL publication)

5.10.5 Procuring the Materials

After making the deal and on the L/C opened infin®r, the next step for the exporter is to set

about the task of procuring or manufacturing thetated merchandise.

5.10.6 Shipment of Goods

After that the export should take the preparatmmeikport arrangement for delivery goods as per
L/C and INCO-terms, prepare and submit shippingudunts for payment/negotiation in due
time:

(1) EXP form, (2) ERC (valid), (3) L/C copy, (4) €loms duty certificate, (5) Shipping
instruction, (6)Transport documents, (7) Invoid®), Qther documents, (9) Bill of exchange (if
required), (10) Certificate of origin, (11) Inspect Certificate, (12) Quality Control Certificate,
(13) G.S.P Certificate, (14) Photo-sanitary Cartife.

5.10.7 Final Step

After those, exporter submits all these documelotsgawith a letter of indemnity to Uttara Bank
Ltd. for negotiation. An officer scrutinizes alleéldocuments. If the document is a clean one,
Uttara Bank Ltd. purchases the documents on this ba8anker-Customer relationship. This is

known as Foreign Documentary Bill Purchases (FDBP).
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5.10.8 Foreign Documentary Bills for Collection

Uttara Bank Ltd. forwards the documents for coltatdue to the following reasons:

= If the documents have discrepancies

= If the exporter is a new client

= If the Banker is in doubt after passing the abowechers, an inter branch exchange trading
debit advice is sent for debiting the NOSTRO actoultara Bank Ltd. has NOSTRO
account with its reimbursing Bank (American Expr&ank in New York). An FDBC
register is maintained, where first entry is giwehen the documents are forwarded to the

issuing Bank for collection and the second onedisedafter realization of the proceeds.

5.10.9 Export bill Security Sheet

Scrutinizes the export bill on the following points
I. General

= Late shipment

= Late presentation

= Expired L/C

= Overdrawn L/C

= Partial shipment or shipment beyond L/C terms
Il. Bill of exchange

= Amount of bill has varied with Invoice
Amount of bill has not drawn on L/C issuing Bank
Amount of bill has not signed by the beneficiary
Tenor or B/E is not identical with L/C
Full set of documents have not submitted
Invoice has not issued by the beneficiary
Invoice has not signed by the beneficiary
Invoice has not made out by the name of the apylica
Description, price, quantity, sales terms of thedgoare not correspond to the credit
Not marked one fold as original

S R R U R R

Shipping marks have varied with B/L & Packing list
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lll. Packing List

=

=

Gross weight, net weight & measurement, number aftaons/packages are
varied with B/L, have not marked one fold as omgirand have not signed by the
beneficiary

Shipping marks have varied with B/L

IV. Bill of Lading/ Airway Bill

=
=

4

g 404404 4 4 41

Full set of bill has not submitted

B/L has not drawn or endorsed

“Shipping on Board”, “Freight prepaid” or “Freighbllect” etc. notations have not marked
on the B/L

B/L have not indicated the name and capacity opto¢y i.e. carrier or master

Shipping on board notation have not showed nanpeestarriage vessel/intended vessel
Shipping on board notation is have not showed @iddading and vessel

Short form B/L

Charter party B/L

Description of goods in B/L have not agreed witatthf invoice, B/E & P/L

Alteration in B/L has not authenticated

Loaded on deck

B/L bearing clauses or notations have expressljadst defective condition of the goods

and /or the packages

V. Others:

=
=
=

Non-negotiable documents have not forwarded to tsuye
Inadequate number of invoice, packing list & othemse submitted

Short shipment certificate has not submitted
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5.10.10 Settlement of Local Bill

The settlement of local bill is done in the follagiways:

= The customer submits the L/C to the Uttara Bank laidng with the documents to
negotiate.

= Uttara Bank Itd. officials scrutinize the documettsensure the conformity with the
terms and conditions.

= The documents are then forwarded to the L/C opeBantk.

= The L/C issuing Bank gives the acceptance and falisvan acceptance letter.

= Payment is given to the customer on either by ctla basis or by purchasing the
documents.

= A LBPD register is maintained to record the accegtaof the issuing Bank. Until the

acceptance is obtained, the record is kept inlaata@n register.

5.10.11 Mode of Payment of Export Bills under L/C

The most common methods of payment under a L/@sfellows:
I. Sight payment credit:
In a sight payment credit, the Bank pays the stijga sum immediately against the exporter’s

presentation of the documents.

Il. Negotiation credit:
In negotiation credit, the exporter has to presebiil of exchange payable to him in addition to

other documents that the Bank negotiated.

I11. Deferred payment credit:

In deferred payment, the Bank agrees to pay on exifsgd future date or event, after
presentation of the export documents. No bill ofh&ange is involved. In Uttara Bank Ltd.
(UBL), payment is given to the party at the datéOok 60-90-120-180 as the case may be. But
the Head Office is paid at T.T clean rate. Theeddhce between the two rates is the exchange

trading for the branch.
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IV. Acceptance credit:

In acceptance credit, the exporter presents atdkchange payable to himself and drawn at the
agreed tenor (that is, on a specified future deém® on the Bank that accepts it. The Bank signs
it's acceptance on the bill and returns it to tkposter. The exporter can then represent it for

payment on maturity. Alternatively, he can discoitiimt order to obtain immediate payment.

V. Advising L/C:
When exporter transmits L/C to the Bank for adgsihen Bank sends an advising letter to the

beneficiary depicting that L/C has been issued.

VI. Test Key Arrangement:

Test Key Arrangement is a secret code maintaineth&yBanks for the authentication for their
massage. It is a systematic procedure by whiclstatiember is given to authenticate the same
test number by maintaining that same procedurel b test key arrangements with so many

Banks for the authentication of L/C messages anctheking payment.

5.10.12 Back to Back Letter of Credit

A back to back letter of credit is a new creditisltdifferent from the original credit based on
which the Bank undertakes the risk under the badback credit. In this case, the Bank’s main
surety/security is original credit. The originakdit (selling credit) and the back to back credit
(buying credit) are separate instruments, indep@ndé each other and in no way legally
connected, although they both from part of the sdmeiness operation. The supplier
(beneficiary of the back to back credit) ships godol the importer or supplies goods to the
exporter and presents documents to the Bank geedsfied in the credit. It is intended that the
exporter would substitute his own documents forotiagon under the original credit; his
liability under the back to back credit would-bgustied out of these proceeds. The exporter L/C
is marked lien and no margin is taken.

In UBL paper/documents are required to submit fmerong of back to back L/C:

= Master L/C

= Valid Import Registration Certificate (IRC) & ExpgdRegistration Certificate(ERC)

= L/C application & LCA form duly filled in and sigide
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=
=
=

Performa invoice and Indent
Insurance cover note with money receipt

IMP form duly signed

In addition to the above the following papers/doeunis are also required for export oriented

garment industries while requesting for openingadk to back letter of credit-

=
=
=

Textile permission

Valid Boded Warehouse License

Quota allocation letter issued by Export PromotBureau (EPB) in favor of the applicant
in case of quota items

In case the factory premises is a rented oner lettdisclaimer duly executed by the owner

of the house/premises to be submitted

5.10.13 Defective Points or Clauses Appear in theaddter L/C

4 4 4 4 8

4 4 4 4 8 48

Issuing Bank is not reputed

Advising credit by the advising Bank without autheation
Port of destination is absent

Inspection clause

Nomination of specific shipping or nomination of esffied vessel by subsequent
amendment

B/L blank endorse to be endorsed to buyer or tal tharty
No subsequent reimbursing clause

UCP clause not mentioned

Shipment/presentation period is not sufficient

Original document to be sent to buyer or nominaitgeht
L/C is expired in the country of the issuing Bank

Negotiation is restricted
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5.10.14 Payment of Back to Back Letter of Credit

In case back to back as 60-90-120-180 days of iatperiod, deferred payment is made.
Payment is given after realizing export proceedsnfrthe L/C issuing Bank. It may
happen that the credit in favor of the seller i$ mansferable or although transferable, cannot
meet commercial requirement by transfer in accardamith article 46 (UCP) conditions. The
seller himself, however, is unable to supply the@d® and needs to purchase them from,
and make payable to, another supplier. In this,cismay sometime be possible to use
either a back to back credit or a counter creddtiBthese concepts involved the issue if
a second credit by the seller in favor of his sigsp/According to the back to back concept, the
seller as the beneficiary of the credit offers & security to the advising Bank for the issuance
of the second credit. As application for this setaredit, the seller is responsible for
reimbursing the Bank for payment made under itareigss of whether or not he himself is paid
under the first credit. There is, however, no colsipa for the Bank to issue the second credit,

and in fact, many Banks will not do so.

5.11 Remittance Section

Remittance is the act of transmitting money, kalsl others as in satisfaction of a demand, or in
discharge of an obligatiohlBL is authorized dealer to deal in foreign exchabgsiness. As an
authorized dealer, a Bank must provide some sextwehe clients regarding foreign exchange

and this department provides these services.

The basic function of this department are outward mward remittance of foreign exchange
from one country to another country. In this precekproviding this remittance service, it sells
and buys foreign currency. The conversion of oneeagy into another takes place an agreed
rate of exchange which the Banker quotes, onebfiging and another for selling. In such
transactions the foreign currencies are like oteenmodities offered for sales and purchase, the

cost (convention value) being paid by the buydrame currency, the legal tender.
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5.11.1 Remittance Procedures of Foreign Currency

There are two types of remittance. These are:
1. Inward Remittance.
2. Outward Remittance

Inward Remittance

Inward remittance covers purchase of foreign cuwyem the form of foreign Telegraphic
Transfer (T.T), Demand Draft (DD) and Bills & Trdees Cheque, Export Bill etc. sent from
abroad favoring a beneficiary in Bangladesh. Pwgeha foreign exchange is to be reported to
Exchange Control Department of Bangladesh Bank ftemter of Credit (L/C). These are the
formal channel of receiving inward remittance. A&dbBank also receives indenting commission

of local firm also comes under purview of inwardhrgance.

Mode of Inward Remittance:
1. Draft

2. Telegraphic Transfer (TT)
3. Bills and Travel's Cheque
4

. Export proceed

Outward Remittance

Outward remittance covers sales of foreign currebgyAuthorized Dealer (AD) or formal
channel through issuing foreign telegraphic Trang§feT), Demand Drafts (D.D), Traveler's
Cheque etc. as well as sell of foreign exchangeewhfC and against Import Bills retired. The
demonstrated utmost caution to ensure that foreigrencies remitted or released by them are
used only for the purpose for which they are reddadlost outward remittance is approved by
the authorized dealer on behalf of Bangladesh Bank.

Mode of Outward Remittance:

Demand Draft (DD)

Foreign Demand Draft (FDD)
Telegraphic Transfer (TT)
L/C

WD P
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5.12 Overall Performance of Foreign Exchange of UBI2007-2011)

Export Business of UBL (2007-2011):

Year Amount in Million
2007 14,784.50
2008 15,039.60
2009 15,096.90
2010 12,986.70
2011 15,588.50

Export Business
20,000.00

15,000.00

10,000.00 |—

5,000.00 |—

Amount in Million

0.00

2007 2008 2009 2010 2011

® Export Business (TK. i

million) r].4,784.5 15,039.60 15,096.,90 12,986.70 15,588.50

Figure: Export Business (2007-2011)

Import Business of UBL (2007-2011):

Year Amount in Million
2007 25,407.90
2008 31,146.90
2009 29,129.30
2010 29,614.50
2011 33,037.60
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Import Business

35,000.00
s 30,000.00
= 25,000.00
E 20,000.00
= 15,000.00
5 10,000.00
g 5,000.00
< 0.00
2007 2008 2009 2010 2011
= Import i‘i‘lﬁg'ne)ss (Tk- 1y 407.00 31,146.90 29,129,130 29,614.50 33,037.50
Figure: Import Business (2007-2011)
Foreign Remittance Business of UBL (2007-2011):
Year Amount in Million

2007 29,575.30

2008 36,073.20

2009 44,635.30

2010 43,200.70

2011 37,848.70

Foreign Remittance
50,000.00
é 40,000.00
E 30,000.00
% 20,000.00
2 10,000.00
< 0.00
2007 | 2008 | 2009, 2010, 2011
= Foreign Remittance (Tk, o o_c 50 35 073,20 44,635,30 43,200.70 37,848.70

in million)

Figure: Foreign Remittance Business (2007-2011)
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CHAPTER SIX
SWOT ANALYSIS

6.1 SWOT Analysis of Uttara Bank Limited

SWOT analysis is a tool for auditing an organizatamd its environment. It is the first stage of
planning and helps marketers to focus on key issB&OT stands for strengths, weaknesses,
opportunities and threats. Strengths and weaknemsesnternal factors. Opportunities and
threats are external factors. The SWOT analysigdihgaprovide a good framework for
reviewing strategy, position and direction of a pamy or business proposition or any other
idea.

S=Strengths (Positive + Internal)
W= Weaknesses (Negative+ Internal)
O= Opportunities (Positive + External)
T= Threats (Negative+ External)

SWOT analysis of Uttara Bank Limited is given below
Strengths:

* The Bank has been providing services successfatlyhas achieved goodwill in all over
the country.

* Bank has a very competent and experienced top Maneugf.

» UBL is operating their business all over the coymiith 211 branches.

» Stable Source of Funds

» Strong Liquidity Position

» Satisfactory Profitability

e Low Cost Fund
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Weaknesses:

 The Bank does not have any formal promotional #@gtivdoes not give any sort of
advertisement or does not have any marketing &gtivi

* There is no online and mobile banking facility.

* Limited number of ATM booth.

* The remuneration of the officers of Uttara Banklasier compared to other private
Banks. This is why high skilled human resourcesdéseouraged to join here.

» The decision making of the Bank is too much ceiziedl No decision is made without

the authorization of the head office.

Opportunities:

» Scope of whole sale banking with NBFIs (Non BanKngancial Institution).
* Increasing awareness of Banking system

* E-money facility

» Advanced credit card business

» Growing need for alternate banking channel

* Banks can offer new innovative products
Threats:

» Increased completion in the banking sector

* Many multinational banks operate their activitieghe country.

* Many A/C holder trust to multinational bank ratliean local commercial bank.

* Inadequate market information

» Third generation private commercial banks and tbgaring different types of attracting
products.

» Large non-performing assets of public sector banks

 Money laundering has been identified as a majoeathrto the financial services
community.

* Overall liquidity crisis in money market.
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CHAPTER SEVEN
CONCLUDING REMARKS

7.1 Findings

» UBL’s property and assets is increasing year by.yea

* Investment shows increasing trend.

* UBL'’s loans and advances is also increasing trend.

» Deposits and other account of UBL shows increasirg.

» UBL’s total liabilities and share holder’s equityincreasing year by year.
» UBL’s operating expenses is increasing year by.year

» UBL’s net interest income is increasing year byryea

» Total operating income of UBL shows increasing dren

» UBL’s net profit is increasing year by year.

» UBL'’s operating expenses to net interest incomie K@is very poor.

* Return on Assets (ROA) of UBL was not superior.

» UBL'’s market value per share is decreasing yeasday.

» Insufficient usage of modern facility like commuatiion technology.

» Little application of modern technology such as pater and internet.
» Poor condition of balance of payment.

» Lack of enthusiastic scheme for exporter and ingort

» Absence of attractive remuneration package.

» Network of corresponded banks is poor.

* Non-cooperation of government bodies.

» Lack of fair entrepreneur class.

» Knowledge of entrepreneur regarding foreign traolecp is limited.

82



7.2 Recommendations

It was really difficult for me to find out any sigicant negative sides of Uttara Bank Limited
among its numerous positive sides in terms of iefficy, profitability and managing foreign
exchange activities. However, there are few problemhich need to be corrected by the
management of the bank. Some necessary steps @mmended below on the basis of

collected data, observation, expert officers’ ommand my knowledge and judgment.

» Horizontal analysis of total operating expense waseasing from FY2007 to FY2011
which was bad sign for a bank. The management df &i®uld focus on slow down the
increasing rate of total operating expense overyder by cutting down unnecessary
costs.

* Horizontal analysis of total liabilities was inagng from FY2007 to FY2011 which
was not superior for a bank. The management of WBhuld focus on slow down the
increasing rate of total liabilities.

» UBL should pay attention to reduce their operagxgense to operating income ratio.
This margin is categorized as unsatisfactory frov2@#08 to FY2011l. This ratio was
increasing year by year which is bad sign for akbdime bank may decrease this ratio
either by increasing operating income by attractimgye clients to invest or decreasing
operating expense by making an optimum portfolieneestment which will reduce the
overall expenses.

» UBL should pay attention to reduce their operagrgense to asset ratio. This margin is
not good enough from FY2008 to FY2011. This ratmsvincreasing year by year which
is bad sign for a bank. The bank may reduce this by increasing assets such as raise
their cash, investment, loans and advances.

» Operating expenses to net interest income ratio waay poor because each year
operating expense exceeds net interest incomes.dbBuUld pay attention to reduce this
ratio by net interest income by attracting morermts to invest or decreasing operating
expense.

» Return on Assets (ROA) of UBL was not superior. R@#o was decreasing FY2010 to
FY2011. UBL should pay attention to increase traior because higher ROA ratio

indicated bank is running well.
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Introducing new marketing strategy to attract molients, this will increase the total

export and import business.

Attractive incentive package for the exporter, tmidl help to increase the export and
accordingly it will diminish the balance of paymeyatp of UBL.

Effective training is very much essential for tlugeign exchange officials so that they
can easily deal with their valuable customers.

Online Banking system is very important to maints@cure foreign exchange operation
for UBL.

Introduction of various incentives to increase rgnice.

Foreign exchange operation is more dynamic, less-tionsuming and challenging job
for a bank. Uttara Bank Ltd. should pay more attento cope up with modern facility to

face the challenges.

In our country, financial problem is a great coasit to foreign trade and UBL is very

mush conservative to post shipment finance. IfBhek takes a bit liberal position the

exporter will easily come out from financial corasit.
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7.3 Conclusion

The finding in this report cannot be taken as actumion and it will wrong to end here with such
results. Because this study actually gives a sirppleire and leaves room for further study in
different areas of banking functions such as prodfcbanks, productivity analysis, Data

Environment analysis, CAMELS rating and more.

Banking sector is the chief financial intermediarya country. It is a very challenging institution

and in the age of globalization and free trade,pitueess and the system of running a Bank is
changing. UBL already managed itself with this ajiag environment. The company strategies
are clear and concise. The return is attractiveterbank. If the Bank goes this way, one can

expect that in near future Uttara Bank Limited rbagome one of the top performers.

From the discussion it can be concluded that UtBanak Limited playing an important role in
the economic development of the country and it &gsrospect future to have a very good
position in the Banking sector. To do this it slibwicrease promotional activities to reach to the
people easily as well as Uttara Bank Limited fooaognajor banking activities that may increase
the bank ranking and financial performance positmomparing with other banks. Such
information assists the management of this banéréating appropriate financial strategies for

attaining the required planned financial perforneanc

The study provides bank managers with understandingctivities that would improve their
bank’s financial performance and foreign exchangeration. The results of this study imply
that it might be necessary for the management ¢tdr&tBank Limited to take all required
decisions by consistently observing key financialias, horizontal (trend) analysis among
various elements and foreign exchange operatioentmance their position in the banking

industry.
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Appendix



ACRONYMS

UBL- Uttara Bank Limited

TC- Travelers Cheque

A/C- Account

TIN- Tax ldentification Number

BB L/C- Back to back Letter of Credit

TR- Truck Rgut

CFR- Cost & Freight

LCAF- Letter of Credit Authogizon Form

CIB- Credit Information Bureau

ATD- Advances to Dsji

C&F- Clearing & Forwarding

LATL- Liquid Asset to &bility

EPB- Export Promotion Bureau

ATL- Advances to Liapi

ERC- Export Registration Certificate

OETA- Opergtiaxpense to Assets

SWIFT- Society for Worldwide Inter Ban
Financial Telecommunication

KOETNII- Operating Expenses to Net Interest
Income

CCI&E- Chief Controller of Import and Expo

[t

OETQDperating Expenses to Operating
Income

FC- Foreign Currency

DTA- Debt to Assets

ERC- Export Registration Certificate

DTE- Debt tquily

FDD- Foreign Demand Draft

EM- Equity Multiplier

FOB- Free On Board

ROA- Return on Assets

HS Code- Harmonized system of coding

ROE- Returkaunty

IBC- Inward Bills for Collection

ROD- Return on Degit

IBCA- Inter Branch Credit Advice

NIM- Net Intereltargin

IRDA- Inter Branch Debit Advice

NITA- Noninterestidome to Assets

IBCT- Inter Branch Credit Transaction

NITOI- Norenést Income to Operating
Income

IRC- Import Registration Certificate

AUR- Assetdll2ation Ratio

OBC- Outward Bills for Collection

EPS- Earning [&rare

PO- Payment Order

P/E- Price Earning Ratio

PAD- Payment Against Document

MVPS- Market Value Peare

CAMELS rating: C= Capital adequacy, A= Asset qualiM= Management quality, E
Earnings, L= Liquidity and S= Sensitivity to markesk.
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Appendix Table 1: Five Year at a Glance

(Figure in Million-where applicable)

Sl. No | Particulars 2011 201cC 200¢ 200¢ 2007
Income Stateme
1 Gross Incom 10,668.: 8,768.: 7,654.: 6,313.! 5,020.:
2 Gross Expenditu | 7,517.¢ 5,701.: 5,140. 4,007.¢ 3,554.(
3 Gross Prof| 3,150.! 3,066.¢ 2,513.¢ 2,305.¢ 1,466..
4 Pre-Tax Profi 3,000.! 2,801.¢ 2,188.¢ 2,098.. 1,143
5 Pos-Tax Profi 1,650.: 1,551.¢ 1,105.: 1,138. 409.k
Balance She
6 Authorized Capite | 5,000.( 5,000.( 3,200.( 1,600.( 1,000.(
7 Paic-up-capita 2,875.: 2,396.( 1,597.: 798.¢ 399.:
8 Statutory and Othe | 6,758.¢ 6,214.¢ 4,609.¢ 2,890.: 2,054.;
Reserves
9 Sharelolder’s 9,634.( 8,610.¢ 6,206.¢ 3,688.¢ 2,453.!
Equity
10 Deposi 72,152 65,868.! 59,387.. 50,817.( 43,586.
11 Advances (Gros 54,010.: 48,672 39,451.. 37,141.: 28,477 ..
12 Investmer 22,894 18,591.: 22,502.! 11,188.: 14,455.1
13 Guarantee Bunes: | 1,806.¢ 1,759.: 1,633.! 1,826.¢ 1,474..
14 Export Busines 15,588.! 12,986. 15,096.! 15,039.1 14,784.!
15 Import Busines 33,037. 29,614.! 29,129.. 31,146.! 25,407.¢
16 Foreign Remittanc | 37,848. 43,200. 44,635.. 36,073.: 29,575..
17 Fixed Astets 2,762.. 2,798.. 1,088.: 1,065. 1,014.(
18 Total Asset 97,417.¢ 81,451.¢ 71,946.( 58,444.. 52,860.:
19 Classified Loan: 2,821.¢ 2,678.° 2,842.( 2,633.¢ 3,530.¢
and Advances
20 Total Off Balance | 9,860.( 9,377.¢ 8,560.! 8,806.¢ 8,8305
Sheet Exposures
BIS Capital
Measures
21 Required Capit: 6,865.¢ 6,287.: 3,688.: 3,420.! 2,617.¢
22 Actual Capite 9,117. 7,912.° 5,829.( 4,048. 2,746."
Credit Qualit
23 Required Provisiol | 1,062.¢ 923.¢ 889.1 684.¢ 727.]
against loans &
advances
24 Provision 1,092.( 952.( 910.1 792.¢ 826.¢
Maintained
25 Required Provisiol | 98.€ 93.¢ 85.€ 88.1 442

against off Balance

sheet exposures
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Sl. No. | Particulars 2011 2010 2009 2008 2007
Share Informatio

26 Earning per Shar | 5.74 5.4( 69.1¢ 142.5¢ 102.5¢
(EPS)

27 Market value Pe 77.8( 166.0¢ 145.0: 339.3¢ 485.4¢
Share

28 Price Earning Rati | 13.5¢ 30.7¢ 2.1C 2.3¢ 4.7:
(Time)

29 Book Value Pe 33.51 29.9¢ 25.91 23.0¢ 30.7:2
Share (NAV)
Operating
Performance Ratio

30 AdvanceDeposit | 0.75:1 0.74:1 0.66:1 0.73:1 0.65:1
Ratio

31 Total 5.22% 5.50% 7.20% 7.09% 12.40%
Advance/Classified
Advance %

32 Total 3.20% 3.54% 4.90% 4.96% 9.50%
Advance/Classified
Advance (net) %

33 Income from equit | 17.13% 18.02% 17.80% 30.86% 16.69%

34 Income from 1.69% 1.91% 1.54% 1.95% 0.77%
Assets
Other Informatiol

35 Number of 74,93t 65,031 42 ,57( 27,22¢ 12,46°
shareholders

36 Number of 211 211 211 207 207
Branches

37 Number of 3,78( 3,26: 3,291 3,47¢ 3,47¢
Employees

38 Human Resource | 1,74¢ 1,59( 1,23¢ 1,06 1,08¢

Development
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Appendix Table 2: Selected Financial Elements with Standard Dewiatio

Year (Taka in Million)
Particulars 2007 200¢ 200¢ 201( 2011 Std.
Deviation
Casl 5,002.5! 5,860.1( 5,348. 1t 6,636.9° 6,770.2. 776.0;
Investmer 14A455.7¢ 11,188.2' 22,502.4 18,591.1 22,894.7! 5,087.0¢
Loans & Advance | 28,477.4 37,141.3 39,451.3 48,672.6' 54,010.2! 10,009.0!
Fixed Assel 1,013.9¢ 1,065.6! 1,088.4. 2,798.1« 2,762.2 944.8:
Total Asset 52,860.3. 58,444.3 58,444.3. 81,451.8; 97,417.9: 17,920.6:
Total Liabilities 50,406.7 54,755.4 65,739.0! 72,840.9:i 87,783.9 14920.8!
Total Share 2,453.5( 3,688.8: 6,206.9! 8,610.8: 9,634.0: 3,078.7
Holders’ Equity
Total Liabilities & | 52,860.3. 58,444.3 71,946.01 81541.8: 97,417.9: 17,93
Share Holders’
Equity
Net interes 1,121.0i 1,883.7° 1,702.0: 1,881.9! 2,456.0! 478.1(
income
Total operating 3,143.9: 4,112.91 4,606.1: 5,808.: 6,520.0! 1,343.5.
income
Total operating 1,677.6! 1,807.3 2,092.2 2,741.4. 3,369.7! 708.0:
expenses
Prcfit before 1,466.2: 2,305.6: 2,513.8i 3,066.8:! 3,150.3 680.2¢
provision
Profit before ta 1,143.7: 2,098.1. 2,188.8! 2,801.8! 3,000.3 727.6¢
Profit after 409.5¢ 1,138.5: 1,105.2: 1,551.8i 1,650.3: 489.9(
taxation
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